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Decerrjer, 1972 



Honorable Richard B. Ogilvie 
Governor of Illinois 

Dear Governor Ogilvie: 

It is our honor to submit to you the Final Report- of the Finance 
Task Force of the Governor's Commission on Schools. 

Since March the Task Force has convened monthly and our 
component committees have met with even greater frequency. Our 
deliberations have benefitted from the extensive work of a full-time staff, 
from school finance reports prepared for the President and for the 
governors and legislatures in other states, and from assistance provided by 
the Bureau of the Budget, Office of Planning and Analysis, Office of the 
Superintendent of Public Instruction, and other interested organizations. 
This report is necessarily only a distillation of our lengthy proceedings. 

We have found school finance to be a complex puzzle. Questions of 
government taxation and expenditure, educational quality and equality, 
and school organization and administration are but a few of the intricately 
interlocked pieces. After examining each aspect of the puzzle, we have 
reshaped and joined them together in a "new design" for the financing of 
public schools in Illinois. 

Readers of this report will find its proposals to be radical in two 
important respects. First, our specific conclusions and recommendations 
comprise a significant departure from the state's current system for 
financing its schools. Second, contrary to the position taken in other 
states and implicit in recent court decisions, we do not recommend 



Immediate, massive increases in state spending for the common schools. 
Instead, our proposals direct scarce public resources for those purposes 
which, in our judgment, would best result in a more effective education 
for the children of Illinois. 

Our proposals constitute a plan. No plan should be final and 
unchanging. Consequently, in addition to our suggestions for immediate 
action, we also recommend directions for future analysis and review ot 
actions taken as a result of this report. 

We have enjoyed the opportunity to participate in this effort to 
improve the state's system of financing its schools. 




John W. McCarter, Jr,, Chairman 
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EXECUTIVE ORDER 



WHEREAS: 

The financing of the schools has become the pivotal question around 
which the future of state-local taxation hinges for the next several years. 
The traditional reliance on the local property tax has been shifting in 
recent years. Recent developments in the courts have accelerated the 
necessity of moving toward change in property tax burdens, equalization 
of school funding, and the consequent increase in sharing of the cost of 
education by other tax sources. 

The public has become troubled at the inability to accurately assess the 
performance of our schools and the -seeming unresponsiveness of 
educators to standards of accountability. Moreover, when evaluations are 
made, they seem to lead to a discouraging conclusion of lower learning 
levels' in basic reading and mathematics, increased drop-outs and a general 
deterioration of academic achievements. 

The business practices of a multi-billion dollar enterprise n this state are 
archaic, fragmented and in need of modern management principles. 
Reports of instances of gross mismanagement are too frequent. At a time 
of severe shortage of public funds for education, the record of 
performance for those dollars is unsatisfactory. The portion of the 
education dollar us^d for nonteaching purposes is too great. 

The organization of education in Illinois is confused and unnecessarily 
complex. Each new layer has been added to the past rather than replacing 
others. The new Constitution calls for a State Board of Education and 
new tasks for the Chief School Officer. The historic changes of the 40's 
and 50's in consolidation and the dual districts differential funding may 
have served as innovative reforms at that time, but today serious 
reevaluations must be made about the needs of the 70's and 80's. A new 
definition and structuring of the Balance between staie authority and local 
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control must be achieved in terms of principle as well as in specific 
instances or events. ^ 

NOW THEREFORE: 

By virtue of powers vested in me as Governor of the State of Illinois I do 
issue this Executive Order creating a Commission on Schools to examine 
and review the operations and financing of our schools and educational 
system. 

The Commission shall operate through four working Task Forces: 
Finance 

Organization and Structure 

Classroom Quality 

Business Management Practices 

The Governor of the State of Illinois shall serve as Chairman of the 
Commission and the Superintendent of Public Instruction of the State of 
Illinois shall serve as Vice Chairman. The Governor shall appoint the 
Chairman of each Task Force who will be full members of the 
commission along with such other legislative and citizen members as the 
Governor may designate. 

Dated at Springfield, Illinois this 12th day of January, 1972*. 



Richard B. Ogilvie, Governof 
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A New Design: 

Scope 



ISSUES UNDERLYING THE REFORM OF SCHOOL FINANCE 



Any attempt to rationalize the organization, administration, and 
financing of a State and local public service system faces the fundamental 
obstacle erected by this nation's history of an uneasy balance between 
centralization and decentralization of government. Local government, for 
example, seeks to retain a tradition characterized by local direction and 
control, as well as by an individual's freedom to choose selected public 
services. State governmeht, in contrast, is the superior jurisdiction for 
thousands of local governments and, as such, is* primarily motivated by 
considerations of equity and efficiency. 

This basic difference between State and local governments is well 
illustrated by the nature of their respective taxing systems. State 
government, utilizing the sales and income taxes, efficiently expropriates 
revenues from individuals both for purposes of redistribution and for 
programs in which most individuals have little knowledge and over which 
they have no control. At the level of local government which is financed 
largely by the property tax, citizens still have ample opportunity to 
exercise a choice. Through referenda, voters may decide not only whether 
to commit their own resources to some public purpose, but also may 
choose among public programs as well. 

Nowhere is this relationship between State and local government as 
tenuous as it is in our system of public elementary and secondary 
education. Virtually every State has long been charged by its constitution 
with the responsibility to maintain a free and efficient system of common 
schools. At the same time, the evolution of the American schooling 
process from the family to the community has given our public school 
system a strong local character. Frequently in public education. State and 
local interests are in conflict. 

The Task Force believes that an understanding of this delicate 
balance is essential to the comprehension of the complexities inherent in 
drafting a new design for the financing of effective education. Certainly, 
the complexities of our task are reflected in the diversity of factors which 
inspired the establishment of this Task Force: the 1970 Illinois 



Constitution; recent court cases in this and other states; and a growing 
national debate over the relationship between public spending and 
educational eff<' fiveness. In arriving at its conclusions, the Task Force 
sought to maintuin the State-local equilibrium and to see it, not as a 
potential for conflict, but as an opportunity for harmony. 

The Mandate of Xhe 1970 Constitution* 

Section 1 cf Article X of the Constitution of the State of Illinois 
provides: 

"A fundamental goal of the People of the State is the educational 
development of all persons to t!ie limits of their capacities. 

The State shall provide for an efficient system of high quality public 
educational institutions and services. Education in public schools through 
the secondary level shall be free. There may be such other free education 
as the General Assembly provides by law. 

The State has the primary responsibility for financing the system of 
public education. " (emphasis added) ^ 

The State's traditional concern for efficiency is seen in the second 
paragraph in the above quotation, which harks back to the charge in the 
1870 Illinois Constitution that the "Genera! Assembly shall provide a 
thorough and efficient system of free schools . . . 

A note of contemporary urgency is struck by the declaration holding 
the State primarily responsible for financing the system of public 
education. To date, this mandate has been neither interpreted by the 
Illinois courts nor specifically translated into the statutes by General 
Assembly action to revamp the State-local system of school finance. An 
often advanced interpretation of this provision is that the State is now 
constitutionally obligated to bear anywhere from 51 percent to the entire 
cost of the common school system. 

The transcript of the debates of the Sixth Illinois Constitutional 
Convention offers some insight into the meaning of this provision. The 
Convention rejected a proposal which would have required the State to 
finance 90 percent of the cost of elementary and secondary educatic... 
Moreover, the Convention turned down a proposed constitutional 

*See dissent by Donald F. Eslick, p. 166-169 



provision which stipulated that funds raised locally for the common 
schools should not exceed 50 percent of the total' school expenditures.^ 
Additional discussion among delegates made clear that the provision was 
not intended to mean that financing the public schools is the State's first 
responsibility, ahead of all other obligations. From these debates, it is 
clear that the purpose of the delegates was primarily hortatory: to 
recognize an issue of widespread concern and to encourage future General 
Assemblies to assume a greater proportion of the financing of the public 
schools of the state. 

The Task Force prefers the latter interpretation. While applauding 
the recent efforts of Illinois governors and General Assemblies to give top 
priority to public spending for education, we do not believe a state 
constitution is intended to anticipate what the,most pressing public needs 
will be 50 to 100 years hence. Thus, we do not presume to read the phrase 
"primary responsiblity" as "the first responsibility among many." 

Neither do we favor prescribing a fixed percentage as the desired 
State share of school costs. Any percentage short of 100 percent would be 
arbitrary and without meaning. 

And,^as will be exiplained later, we do not advocate full State funding 
of what is a highly decentralized element of local government. Despite the 
constitutional provision for an efficient system of public education, here 
we do not aquate efficiency with cfintralizatior 

Instead, .we contend that upon the State rests the obligation to 
structure the organizational, administrative, ami financial arrangements of 
tlie complete State and local governniajtal system in such a way as to 
advance the aims of all elements of the system. Therefore, we interpret 
the State's ''primary responsibility" in this instance to be the cbligation to 
raise and distribute tax revenues fairly and efficiently, while acting to 
preserve the qualities in locah school disUicts which offer the most 
promise for effective education. 

Recent Court Cases 

A series of recent court cases go to the he^rt of the tenuous 
relationship between the State and its local school districts. Taking note 



of the wide disparities in the property tax resources available to local 
school districts, the California Supreme Court held in the case of Serrano 
V. Priest that the quality of public education, measuring quality in terrns 
of dollars available for spending, may not vary because of the varying 
wealth of school districts.'^he court found no compelling reason for the 
State to maintain a school finance system other than one which was 
fiscally neutral. As was reiterated in a subsequent judgment, Rodriguez v. 
San Antonio independent Sctiool District, the quality of public education 
may not be a function of wealth, other than the wealth of the state as a 
whole.^A ruling by the United States Supreme Court in favor of the 
Rodriguez decision would create pressures in Illinois to reform its school 
finance system to conform with the criteria applied in the court decisions. 

In any public finance system which taxes individuals and 
corporations either for payment on services rendered or for purposes of 
redistribution, some taxpayers receive net^benefits and others experience 
net costs. When designing changes to a system of public finance, it is 
useful to bear in mind the principle of fiscal neutrality; for, while the ideal 
itself is unattainable, changes in the system should seek to minimize the 
detrimental effects on particular segments of the system. 

We find that the alternative school financing mechanisms permissible 
under the court judgments could well disrupt the delicate balance between 
state and local goals. While intending to invest the existing system with 
characteristics which would achieve these goals, the court decisions may 
result in inequities, inefficiencies and a loss of local control of a nature 
and scope as yet unexamined. 

On the matter of equity, for example, we are forced to ask, 
"equalization for what and for whom?". Broadly defined, the state's 
equity goal is the intent to treat equally people in equal circumstances. 
Thus, we would seek to ensure that taxpayers of comparable wealth are 
taxed similarly- and, for their taxes, are provided with approximately the 
same services. Obversely, the state's system of public finance should not 
be so discriminatory that soms segments of the system are benefited 
largely at a significant expense to others. 

Translating this principle into a discussion of school finance reform, 



we find various definitions of the term "equalization". We may seek to 
equalize "inputs" (measured by school resources such as teachers and 
materials), or "outputs" (measured by test scores or job or college 
placement). As will be indicated in Ouf later discussion of recent research 
there are also arguments that school finance should be designed to enable 
the educational process to overcome income inequalities. The courts are 
not defining equity in any of these ways. Instead, theirs is a negative 
principle: the state's school finance system shall not be one in which the 
variations in wealth among the local school districts affect spending for 
the education of any child. While this definition does follow the notion of 
equal treatment for children in equal circumstances, we will argue below 
that the possible school finance remedies suggested by the court-decisions 
would result in further inequities of a different type. 

Perfect efficiency for the state would be the maximum output or 
productivity at the least cost. With regard to education, again, the state 
would try to maximize results (measured by students graduated and 
placed, test scores?) at the least cost. Furthermore, besides ensuring the 
efficient use of school funds, the state is obligated to allocate efficiently 
scarce . sources among school and nonschool educational services as well 
as among educational and noneducational services. As we will explain 
below, reasonable responses to the court decisions do not necessarily 
promote state efficiency. 

At the other end of the delicate balance, one important aspect of 
local government nicely complements the state's efficiency aims. While 
the decentralized form of local government appears to some as inefficient, 
the local government and local school district provides the consumer of 
public goods many of the choices which the consumer of private goods is 
offered by the private marketplace. Just as the marketplace is made more 
efficient by consumer preferences indicating which goods should and 
should riot be produced, so too does the local property 
taxpayer-consumer have the opportunity to express his for which public 
programs should or should not be retained. Moreover, he has the chance 
to "vote with his feet" by moving to a locality which provides the services 
for which he is willing to pay. We believe this feature of the state-local 



system may be threatened by the possible school financing responses to 
the court decisions. 

The available alternatives consistent with the court decisions would 
be full State funding; a joint State-local funding program by which all 
districts would have access to resources equal to those of the wealthiest 
district; or redistricting to ensure all districts equal local resources. 

Full State funding calls for the distribution of funds on the basis of 
equal grants per pupil. Variations in spending to accommodate differential 
costs and special education needs would be allowed. Local districts would 
not be permitted to spend beyond the limits prexribed by the State. 

Essentially, two different types of joint State-local funding methods 
are possible as means of complying with the court decisions. 

The existing foundation formula can be modified to ensure that 
every district is assured a foundation equal to the per-pupil spending level 
of the wealthiest district. Similarly, equalizing fonnulas such as power 
equalizing, percental equalizing, and resource equalizing would require, 
to satisfy the courts, that equal local tax rates would result in equal 
per-pupil expenditures. Where a district's assessed valuation at a given tax 
rate does not produce the prescribed revenues, the State would pay for 
the difference. In instances where a given tax rate generates more than is 
needed for the allowed level of spending, local districts would not be able 
to spend these dollars. 

Redistricting would involve the redrawing of school district lines to 
balance the tax base. Although Illinois badly needs further consolidation 
of its 1090 school districts, redistricting as a solution to problems of 
school finance is rather impractical because it would mean the 
consolidation of districts into a few large and possibly inefficient ones. At 
the same time, the taxpayer consumer might be further removed from 
decisions over programs.* 

To the Task Force, a full State funding implies a "leveling down" for 
certain high-expenditure districts, whilethe various "equalizing" formulas 
suggest a "leveling up" program. Any realistic plan for an extensive 
redistribution of school resources would require, in the end, massi/e 
increases in State spe nding for education. Under any new program, every 

* See comments by Donald F. Eslick and Robert J. R. Follett, p. 163 - 



school district would insist on receiving at least as much State aid as it 
now receives. "Holding harmless" those districts presently receiving 
significant amounts of aid while equalizing the resources of the poorest 
districts would require at least $600 million in added State appropriations, 
an amount equal to approximately half of all revenues raised by the 
State's income tax. 

We must ask again, "equalization for what and for whom?" The 
evidence we have regarding the relationship between increased school 
spending and educational effectiveness is inconclusive. We are unable to 
say with any confidence whether scarce public resources for education 
should be spent in the schools or outside the schools. The influence of 
home and family environment on educational achievement is being hotly 
disputed. Given the absence of this critical knowledge, blind public 
spending runs counter to the State's desire to allocate its resources most 
efficiently. 

Coupled with the implications for efficiency of the courts' decisions 
is a serious question of equity of the approach. Most school spending goes 
for the salaries of teachers, administrators, and other support staff. This is 
only a natural consequence of education's being a labor-intensive process. 
Massive increases in State spending would most certainly result in 
significant salary increases. 

In recent years, there has been constant pressure throughout the 
public sector for higher wages without offsetting increases in productivity. 
More and more money is being paid to public employees for doing no 
more work and, in some cases, less work. In the long run, this is an 
economically untenable situation. Society cannot increase total 
compensation of all its members unless their total productivity rises. 
Whenever one group in society gets higher pay with no higher 
productivity, they are redistributing income to themselves at the expense 
of others. 

Measures of productivity for the public sector are hard to come by, 
principally because we have not defined our desired outputs very well. 
This is especially true in the case of public schooling. However, when we 
see that Chicago per-pupil spending has increased 97 percent in the last 



five years and the number of pupils on whom the funds are spent has 
iDegun to decline, we must ask ourselves whether, through massive 
increases in State spending, we would not be inequitably and inefficiently 
allocating scarce resources into one sector of the economy much to the 
detriment of others. 

Thus, while our conclusions and recommendations elsewhere in this 
report do suggest measures for the reduction of the gross disparities in 
local spending for the schools, we do not -endorse the condition of 
absolute fiscal neutrality being considered by the.courts. In swinging the 
balance between the State and local districts firmly toward a simplistic 
notion of equalization of resources for public schooling, the definition 
sought in the courts is likely to result in huge amounts of increased public 
spending for schools. Little regard appears to be given to the State's need . 
to allocate funds between education and other public services or between 
schooling and other educational processes not necessarily taking place in 
the schools. State determination of allowed State spending levels would 
also deprive local districts of their ability to direct spending for local 
services. 

One additional case, in the Illinois courts and therefore of interest to 
the Task Force, is the matter of Rothschild v. Bakalis^ At issue is the 
characteristic of the current State financing system which includes a 
significant financial incentive for school districts to be organized r.s unit 
districts, or as districts consisting of kindergarten through grade 12, This 
feature of the financing system grows out of the State's desi)-.' io see 
school districts organized most efficiently. While the Task Force believes 
that the State does have an abiding interest in ensuring that schools and 
programs are organized to produce the most effective education .in the 
most economic manner, the financial incentives as currently posed are 
misdirected and again raise the question, "equalization for what?" The 
Task Force sees no reason why dual districts (districts consisting of either 
the primary or secondary grades alone) cannot provide education as 
effectively and efficiently as unit districts. Similarly, unit districts can be 
inefficient. Therefore, the Task Force concludes that State emphasis on 
district reorganization should be on the provision of effective programs. 



Until such time as the State is clearly able to define the desired standards 
for local educational programs and is able to propose an organization 
which best meets these standards, financial incentives for reorganization 
have no place in a State financing system. The recommendations of this 
Task Force for a new State aid system reflect these conclusions. 

The implications of Educational Research 

The difficulty for this or any state in defining precisely what factors 
contribute most to effective education is pointed up by the 
inconclusiveness of research findings. 

Research in education has followed two themes: whether schools 
make a difference in the lives of children and whether dollars make a 
difference in school quality. In a 1965 J^eport, James S. Coleman 
concluded, on the basis of a large sample study, that differences in family 
background accounted more for school-to-school variation in student 
performance than did the effect of variations in school facilities, 
curriculum, and staff.^This conclusion has been disputed by se\^ral 
re-analyses of the data in the Coleman Report, and Hanushek,%owles,^nd 
Levin,^^mong others, have attempted to demonstrate the relation between 
enhanced school inputs and student achievement on tests. 

In 1972, the Rand Corporation prepared a report for the President's 
Commission on School Finance? ^The corporation's study, which distilled 
20 years of educational research, concluded that "the current status of 
research can be described by the following propositions: 

Proposition 1: Research has not identified a variant of the existing 
system that is consistently related to students' educational outcomes. 
Proposition 2: Research suggests that the larger the school system, 
the less likely it is to display innovation, responsiveness, and 
adaptation and the more likely it is to depend upon exogenous 
shocks to the system. . ^ ^ ♦ 

Proposition 3: Research suggests that improvement in student 
outcomes, cognitive and noncognitive, may require sweeping changes 
in the organization, structure, and conduct of educational 
experience." 
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Regarding Proposition 1, the report says that the phrase "a variant of the 
existing system includes changes in school resources, processes 
organization and aggregate levels of funding. The report emphasizes' 
however that it is not suggesting that nothing "works," only that 
research has found nothing that consistently and unambiguously makes a 
difference in student outcomes." 

Research results, then, do not clearly indicate in precisely what 
manner we must efficiently direct our energies and resources to provide 
effective education. The Task Force concluded, however, that, in its 
judgment, the evidence does suggest new directions for school finance. 
Conclusions 

On the following pages, we present a series of specific conclusions 
and recommendations which comprise our proposed "new design" for 
financing schools in Illinois. It is a plan. As with any plan, periodic 
assessment of progress is necessary. OJ the many specific 
recommendations, several are recommended for enactment in the next 
session of the General Assembly. The remainder may be enacted in 
subsequent years. 

Our suggested design respects the delicate equilibrium in the 
relationship between the State and local districts. The State's concern for 
equity and efficiency is balanced against local desires for program control 
and taxpayer-consumer choice. We do observe that the State has an 
obligation to finance what we term a basic education program-. Going 
beyond the basic level, moreover, we are suggesting that the State, 
through a joint State-local finance program, can assist districts in their 
desire to commit additional resources for education. Finally, we identify a 
level of school expenditure for which local districts and local taxes should 
bear the entire burden. 

Furthermore, repeatedly we suggest new programs for 
experimentation. We believe, for instance, that the State must begiri to 
concentrate resources where there is the greatest likelihood of pupil 
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failure. Experimentation should also begin with new financial mechanisms 
which are strongly characterized by the features of equity, efficiency, 
local control, and consumer-taxpayer choice. 

A guiding principle of this Task Force has been that public policy 
must be designed not only for the well-being of administrative units, but 
for the benefit of the individual students, parents, and taxpayers. 

We have recommended immediate, specific actions because we judge 
them likely to produce desirable results. In our efforts to achieve more 
comprehensive recommendations, we have been handicapped by absence 
of precise information regarding a number of issues. We feel that there are 
several dimensions of educational finance which require further research. 

The first of these is school expenditures and educational results. Too 
little is known about relationships which exist, or might exist, between 
what schools spend and what children learn. Much of what is acquired in 
the way of cognitive and noncognitive skills comes from sources outside 
the schools:^ The home and play environments of our children are 
extremely varied. The question of what schools can or ought to do to 
facilitate, consolidate, or supplement nonschool learning has no single 
answer. 

On the other hand, it would be fc>tal for education, and for Illinois 
citizens, if we gave up all hope of understanding the range of services 
which dollars can buy for various students. We must know not only our 
educational goals for a given group of children, but whether there are 
reliable methods for attaining these goals. Further, we must know the 
costs of these methods. Intelligent financing decisions are impossible 
without this information. 

We also need to know more about tax burdens and benefits. Until we 
are able to correct gross inequities in our taxing system, neither taxpayers 
nor public officials will be vMilling to support increased expenditures for 
education. Issues which must be explored include: 

Incidence of various types and combinations of taxes. 
Distribution of benefits of education in relation to tax burden. 
What choices households and local districts will make regarding 



tax rates, expenditure levels, and public vs. private schooling 
•under new methods of financing education. In particular, how 
these choices wil! be affected by school finance programs which 
involve direct redistribution of resources. 

Only when we know more about the consequences of our decisions 
can educational finance policy be developed with more precision than is 
now possible. We believe that Illinois' system of school finance must be 
subjected to periodic review when information on these topics is available 
and after our recommendations have been in effect for a period of years. 
With analysis and experimentation, we believe that an equitable system of 
school finance can be developed and that such a system will contribute to 
Illinois' goal of providing equal educational opportunities for all children 
in the state. 

VVhat must begin now, and the subject to which we first turn our 
attention, is the beginning of a for.mal, state-wide assessment of 
educational progress. As the discussion of educational research 
demonstrated, we have little idea of what contributes to educational 
effectiveness. Herein Illinois we are further hampered by the utter lack of 
information about how well our schools are succeeding in educating our 
children. As we begin our discussion of assessment and evaluation, we 
would only emphasize that the need for information is critical,' for 
without it we are unable to determine where we are today, much less 
measure how far we can progress in the future. 
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EDUCATIONAL ASSESSMENT AND EVALUATION 



Broad interest in periodic formal state-wide assessment and 
evaluation of educational progress is a relatively new development in 
Illinois, and coincides with a general desire for closer analysis of the 
relationship between educational expenditures and pupil achievement 
Discussions of strategies for compensatory education and equalization of 
educational expenditures in this volume and elsewhere suggest that a 
better understanding of the expenditure-achievement relationship may 
emerge as a key element in educational policy-making in the next decade. 

Confusion of the terms assessment and evaluation often causes 
needless controversy. In this report, assessment is used to indicate the 
periodic collection of educational performance data to determine learner 
progress toward established goals in cognitive and noncognitive thinking 
and in physical activity. Cognitive thinking relates to performance of basic 
skills such as reading and mathematics. Noncognitive tfiinking reflects 
learning styles, social skills, attitudes and motivation. An evaluation 
refines assessment data and collects supplementary data to identify 
determinants of educational progress or lack of progress. 

Issues 

Selected programs and individual school districts in Illinois have been 
evaluated for many years, either to fullfill the requirements of Federal 
legislation or, to a lesser extent, to respond to groups or individuals 
interested in particular local schools. Recently, however. State education 
authorities have undertaken to describe specific objectives of an Illinois 
education in a way that may make possible empirical measurement of 
current levels of success and future progress. Issues emerging from this 
which are important to this Task Force are: 

Whether Illinois wants or needs state-wide assessment. 

What balance should exist among different assessment tools and 

whether any of the tools should be specifically required or 

disallowed. 



Whether assessment should be geared to provide information for 
State educational policymakers, for schoo! administrators, for 
comw.dnity decision-makers, or for everyone. 
What relationship between educational performance and State 
funding should exist. 

Implementation of Assessment Programs 

If demand for a new program is measured appropriately by demand 
for the program's most desirable potential outputs, then demand for 
assessment and evaluation is high. Formal assessment and evaluation assist 
the communily of parents and taxpayers by providing additional ^aata for 
use in judging a learner's progress and in determining the ability of local 
school districts to translate tax dollars into educational achievement. 
Assessment and evaluation are also useful in guiding teachers in developing 
their daily programs. School administrators can use assessment as the basis 
for channeling district resources to meet revealed learner needs. 

The President's Commission on School Finance has recommended 
that "each 5tate, in cooperation with local school districts", systematically 
provide for publication and other appropriate communication to the 
public of the results of the assessments of achievement and improvement 
in education. These results should be presented on a comparative basis in 
relation to school, district, state, and national norms, and for such grade 
levels and subjects as the State may determine." 

With financial assistance from the U.S. Office of Education and 
support from the President's Commission on School Finance, the National 
Assessment of Educational Progress (NAEP), a project of the Education 
Commission of the States, has spearheaded the effort to establish 
assessment programs in all 50 states by laying the groundwork in research 
and development. NAEP has developed sample test items in a variety of 
subject areas and is developing national testing norms to evaluate national 
progress and facilitate the comparison of state results with national 
results. 

Although most states are developing or have already developed 
assessment and evaluation programs similar to that proposed by OSPI, the 



consensus on the need for asseiciment is not reflected in a similar 
agreement on methods of implementation of evaluation programs. Many 
states do not accept standardized achievement tesis of all state pupils as 
the primary instrument ^ for , evaluation. Some states employ other 
evaluation instruments in conjunction with standardized testing of a 
sample of pupils. Many states are also developing or have developed 
instruments of their own or are modifying NAEP instruments to 
accommodate state objectives, particularly for evaluation of noncognitive 
learning. 

The diversity of assessment and evaluation instruments being 
considered or used by the states is significant since the relevance of 
assessment to the improvement of educational decision making depends 
on the choice of assessment instruments, from the state legislature to the 
classroom. The survey of assessment and evaluation instruments that 
follows indicates the advantages and disadvantages of each of the various 
tools. 

A Survey of Assessment and Evaluation Instruments 

Informal, personal communication wi'Ji staff and pupils 

This technique is the most common form of evaluation. It includes 
such approaches as parent visits during school hours, school staff 
meetings, and visits by representatives of the State. The technique is very 
specific and often has an immediate and direct effect on a school's 
educational effort. 

Despite its advantages, people outside the local school staff are 
increasingly dissatisfied with this technique. Many find the flow of 
information generated by the technique insufficient. Many are suspicious 
of "self-evaluation" by teachers and school administrators. 

School Performance Indices 
The school performance indices presented in Illustration 1 are 
representative input, outcome, and process measures selected from a larger 
list. The input measures include the economic and social factors affecting 
educational performance, such as a district's budget, size, or average 



llluttratlon 1 



RcprcMnUtivt School PcHormtnit Indictt 



input Mctturti 

Per Pu|Ml Ekpcndiiure 

Attested Vaiutiion Per Pupil 

SubtTMttton/Succctt R«tio of Sr^cai l.<><%<t 

Annual Libftrv Boottt Pi>TCK«frt 

Anrual Eyptndtiuret iw 'Mtruofonal Suopli'et 

Perc^ni of Tetchet t wiih ^^*tier'& ti^^tv 

PCrCeni of T*iCh«f( wtio Putilttti Jourail Ariiclet or Bookt 

Percent <A TetcNit wtio Receipt M.A. Oe^re^ Outtid* Sute 

Bil^nce of Ekp«ri*nce-j Inexpsnericed TeACh«rt 

fVrCer)! of TejcKert vviih$ 100* Volume P<rtort4l Librarv 

Perctrti of T*ich«rt who Traveled 1,300* Milet \r\ Ljtl 3 Years 

Pcrcer)! of Teich«is Involved t'n Con muniiy Or(|4ni;<itoriS or Aciivtt<es 

Avtr«g« A9«of TeKhIng Suff 

tM\tl F«m«le Teacher R«iiO 

Annual Rtte of Teacher Turnover 



Ptoctss M*»tUfU 

Perceni of Siu'^nts Ptrilcipaitng in; 

indivklg<ll/ed Courses 

Field Trips Per Ye«r 

AiMeiic Contests Per Yetr 

Con>p<ntatorv Education 

Ortmjiic or Musical Performances 
AvtiUbiliiV of Ptvcho){>g*c«l «nd Counseling Services 
AvtiUbtlilV of Student Activily Centers «nd Progrtrm 
Nufntxr of Books pef Pup*! in L>bf«rv 
Annual Number of Innovative Programs Initiated 



Outtome ^t»tuf9S 

Students' Grades and Grade Point Average 
Number of National Merit Scholarship FinaliSis 
Students' Scores on StarKlardiied Tests 
Tvpe of Empiovn^nt of FVn^r Students 
Average income of Former Studerts 
Percent of Students Enterirtg College 
Percent of Students Entering Vocational School 
Percent of Student Drop Outs 
Personal Testimony by Fornr^er Students 
Percent o' Student Oismisuls 

Recognition of Individuals and Groups in Arts, 8an<f or Student Governnr^nt 
Recognition of individuals and Teams in Athletics 
Recognition of fnd'viduals and Groups {n Visual Arts 



Source: Rtchard Starbird, Atsettmtnt *nd Acccunubilnyi Onttn\ Status and implications (or 
the Future of Washington State's Public Schools. 



family income. Process measures evaluate educational activities such as 
teaching and supervision. Outcome measures are designed to establish 
levels of pupil achievement and the achievement of the system as a whole. 
These indices may be useful in supplementing other evaluative 
information on educational progress. They would also be useful as a 
checklist for administrators and professional evaluators searching for 
indices relevant to education in Illinois. 

Experience in the State of Washington indicates that many of the 
indices are inexpensive to compile and useful for reporting to the local 
community and the State board of education. Ip New York, similar 
indices are stored in a central information system which permits 
administrators, researchers, and the public to obtain comparative 
information on schools and school districts quickly and easily. 

Standardized Testing 
Standardized testing is unique in its ability to report student, grade, 
or district performance in terms of uniformly established, state-wide, or 
national norms. However, using the seemingly unequivocal results of 
standardized tests as a primary measure of state-wide performance may 
mislead the public more than inform it. For example. 

Standardized tests measure cognitive skills. Recent evidence 
shows that noncognitive achievement may be more important in 
determining success in later life.^ 

Grade and age equivalent scores rely on questionable statistical 
assumptions. 

Cultural biases are reflected in test items when a test that is 
normalized on one population is used to test pupils from 
another population. 

Standardized tests can measure only a small portion of a 
program's objectives; the match between the objectives a test 
purports to measure and those actually measured is imperfect. 
Evaluation by standardized testing may suppress educational 
experimentation by encouraging teachers to "teach the test." 



Tests of Noncognitive Abilities 

Noncognitive testing-testing for motivation, attitudes, learning 
styles, social skills and self awareness— is advancing in sophistication and 
growing rapidly in popularity (see Illustration 2 for a sample). Many 
States that have conducted surveys to determine educational needs are 
relying on this kind of test to provide baseline data on the current status 
of noncognitive achievement in the state. 

These tests are best when they are developed to match state or 
regional educational goals. As a result, the costs of creating and 
experimenting with noncognitive tests are significantly higher than for 
standardized tests. 

Teacher Observation and Rating 
Teachers are observed and rated by their school supervisors. 
Classroom observation is one of the few sources of information on the 
-educational process. Patterns of interaction in the classroom may provide 
valuable clues to the extent of noncognitive learning that takes place. 



Attitud* MMWr*»- 


Ot^ectives: Understand and oppose unequal opportunity in education^ housing employment 


Sampi* T*st Ittm 


and recreation^ Recognize important civic problems. 


Illustration 2 






Aies 13. 17. and Adult; Interview 




A. Is there any pl3ce in the world where peopl^ ^9 not treated fairly because of their religion? 




(Yes. No« 1 don't know) 




B. Ilf "Yei" 10 A) Where is that? 




C What kind of unfair IrealmenI happens there/ 




0. Does it ever happen tn the United Slates? (Yes, No, 1 don't know) 




E. (If "Yes" to D) Where is that? 




F. What kind of unfair treatment happens there? 




Acceptable answers to C and F: Any plausible answers which Irtdicated that the 




respondertts were aware of some actual kind of religious discrimination were accepted. 




Categories oiiccepuble answers concerned government restriction on where to worship. 




governmental suppression of any kind of worship, restriction! on beliefs, physical 


Source: National Auesc 


punishment for religious activities, loss of rights of property, place of living or move* 


meni of Educa- 


ment restricted, and social discrimination. In some circumstances any of these types of 


tional Progress. 


unfair treatment could also be scored as unacceptable answers. For example, govern* 


"Cit'ienship: 


mental restrictions or suppression was an acceptable answer concerning Russia, but 


National Results: 


it was not acceptable concerning the U S. since it would be an extremely rare occurance 


Report 2." 


in this country. 



As with standardized testing, the interpretation of teacher 
observation results is subject to niany reservations: 

There is no agreement on the kinds of scales which observers 
should use in their ratings. 

It is impossible to overcome differences in the subjective 
judgments of the evaluators. 

Pupil and teacher behavior with an observer present may not be 
indicative of normal performance. 

In the last few years, educational researchers have been refining their 
techniques of teacher observation to overcome some of these problems. 
For example, teachers are often observed with their regular classes and 
with groups of children of the same grade level whom they have not 
previously taught. 

Provider and Consumer Interviews 

Formal interviews with educators, parents, and pupils are useful in 
clarifying the expectations which people have for public education in their 
communities. These interviews comprise an important part of practically 
every assessment of educational needs undertaken in the last five years. 

The different types of assessment and evaluation tools are 
summarized in the following table and categorized according to their 
capacity to measure school success at the input, process, and outcome 
stages of the educational process. 
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Table 6 

Measurement Capabilities of Different Types 
of Assessment Toots 



Type of Measure 



Tools 

1. informal communication 

2. school performance indices 

3. standardized testing 
(cognitive) 

4. tests of noncognitive 
abilities 

5. teacher observation 
and rating 

6. provider and consumer 
interviews 



Input Process Outcome 



X 
X 



X 
X 



X 
X 

X 

X 



X 
X 



Approximate 
Relative Cost 

low 
medium 

low 

medium-high 
high 

medium-high 



Analysis of assessment and evaluation instruments demonstrates the 
importance of the choice of evaluation tools. For example, an evaluation 
program that relies heavily on standardized cognitive testing may 
overemphasize the importance of cognitive outcomes at the expense of 
noncognitive outcomes, input constraints, and superior teaching. In the 
absence of supplementary information, the testing data, often the simplest 
and least expensive to collect, may mislead analysis of school, regional, or 
state performance and discourage teachers, administrators, and parents. 

Since all the instruments can produce misinformation when 
interpreted in isolation, it is essential to have a balance of various 
assessment tools. Implementation of assessment programs should provide 
for improvement of the instruments as well as dissemination of 
information about their limitations. 



Educational Performance and Resource Allocation 

Although Michigan and Florida link the results of performance 
evaluation, primarily standardized testing, to distribution of State 
education funds, most States have been unable to develop tests or agree 
on performance criteria adequate to determine district funding. Even the 
two states tieing funds to tests disagree, Michigan channels increased aid 
to districts whose pupils perform poorly on standardized tests, while 
Florida penalizes low-scoring districts. 

The current level of sophistication of educational testing is too low 
to justify general school fund distribution from formulas based on 
performance measures. Nevertheless, a closer relationship between 
performance and funding should be considered a long-term goal. 

Recommendations 

The Task Force recognizes an urgent need to develop and apply 
measures of educational progress in the State of Illinois. We recommend a 
policy that provides for voluntary district assessment as well as mandatory 
state-wide assessment on a sampling basis. 

The State of Illinois shouSd be responsible for financing certain 
educational assessment services. All Illinois school systems, public and 
private, should be eligible for these services at no cost to the schools. The 
services should include professional assistance on a consulting basis in the 
design of the evaluation, and services in executing the program, including 
preparation and administration of instruments, data reduction, and 
analysis. 

In the initial years of this program, an annual budget of $1 million 
for evaluation services should be distributed to schools that can 
demonstrate the need for such services. The Task Force considers such 
measures as low achievement test scores, high dropout rates, and high 
unemployment rates among school graduates to be suitable evidence of 
need. 

Mandatory assessment requires that a pupil's right to privacy be 
respected. In the case of assessment sampling, an individual student's raw 
or scored responses to any instrument should be available to the pupil's 
parents, but not made public knowledge. 



* See comment by Bishop William E. McManus, p. 164 



Given the array and sophistication of the assessment instruments 
currently available, publication of unaggregated data from an individual 
school district would not be productive and should not be allowed unless 
a district requests it and concurs in the assessment program used. 

Standardized (norm-referenced) tests should be supplemented by 
measures of other aspects of pupil development. Assessment instruments 
should represent a balance of input, outcome, and process measures. 
Assessment should not be confined to pupil performance but, as soon as 
practicable, should encompass teacher performance and facility 
effectiveness. 



ENDNOTES 

For example, see H. Gintis, "Education, technology, and the 
Characteristics of Worker Productivity," American Economic Review, 
61, 1971, 266-279 and, W, H, Holtzman, 'The Changing World of 
Mental Measurement", American Psychologist, 26, 1971, 546-553, 



SCHOOLS AND FINANCING IN ILLINOIS: AN OVERVIEW 



In the current school year, an estimated 2.4 million children are 
attending 6,411 public schools in 1,090 local school districts throughout 
the State of Illinois. During this period, these children will participate in 
an untold number of educational programs taught by 110,000 teachers 
and managed by 81,000 administrative, service, and support personnel. 
Close to 2.8 billion in state and local taxes will be expended with the goal 
of assuring every student an effective education. By any measure, 
elementary and secondary schooling is the largest single enterprise, public 
or , private, in the state. 

Pupil Enrollment 

School district enrollments have doubled in the last two decades — 
from 1.2 million students in 1950 to alm"^st 2.4 million this year. 
Although this pupil population is expected to peak in 1974-1975, an 
average of well over 2.3 million children are expected to enroll in Illinois 
schools every year through 1978. Table 1 displays anticipated enrollments 
for the next five years. Due to declining birth rates, the composition of 
this enrollment will undergo significant change with a decrease in pupils in 
the primary grades and a substantial increase in students at the secondary 
level. 

District Organization 

While enrollments have been increasing, the number of local school 
districts has been decreasing. There were 2,793 districts in 1953. In 1972 
there are 1,090 school districts, more than in any other state except Texas 
and Nebraska. Despite this consolidation, many districts are still too small 
to operate efficiently: 12 percent of Illinois pupils attend schools in 662 
districts each with fewer than 1,000 pupils. In 73 districts, there are fewer 
than 100 pupils enrolled. 

School districts are of two types in Illinois. Unit districts include 
both elementary and secondary grades, while dual districts serve either 
elementary (K-8) or secondary (9-12) pupils. State school finance policy 



School Year 
Enrollment 



TABLE 1 

ILLINOIS PUBLIC SCHOOL ENROLLMENT PROJECTIONS 
71-72 72-73 73 74 7475 75-76 76-77 77-78 



K-8 1,678,517 1,665,817 1,645,738 1,627,298 1,615,323 1,599,742 1,585,607 

9-12 695,142 712,082 733,878 754,679 770,745 778,130 775,734 

Total 2,373,659 2,377,899 2,379.616 2,381,977 2,386,068 2,377,872 2,361,341 
Percent Change 



..757 -1.953 -3.051 -3.765 -4.693 -5.538 
9_f2 - 2.437 5.572 8.565 10.876 11.938 11.594 



K-8 



Total 



.179 .251 .350 .523 " .177 -.519 



Source: Illinois Statewide Public School Fall Enrollment Projections, 1972-78, Office of Public 
Instruction - Department of Research and Statistics, August 1972 
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has long been based on the assumption that unit districts are better able to 
devise coordinated and economical education programs for pupils from 
kindergarten through high school. For this reason, most state aid programs 
contain financial incentives for the establishment of unit districts. Despite 
the financial rewards and encouragement, school district reorganization 
has progressed little in recent years, with an average annual reduction in 
the number of school districts of only 3.5 percent for the last five years 
Currently, 60 percent of the districts in the state remain dual districts 
serving 41 percent of the students in Illinois. At present, there are a 
number of petitions pending for consolidation of suburban dual districts 
as a result of growing awareness of the significance of the financial 
benefits provided unit districts. 

Expenditures 

Spending on public education has outpaced the rates of both 
inflation and increasing enrollments since 1950, as illustrated in Table 2. 

Table 2 

Growth of Education Expenditures, 1950-1972 
Illinois 



1950 1960 1972 

Public School Enrollment (OOO's) 1,214 1 788 2 378 

Education Expenditures (OOO's) $253,599 $640,'l90 $2 822300 
Per Capita Expenditures $ 209 $ 358 $ ' 1,'l87 

% Expenditure Increase 
% Inflation* 

Source: 1950 and 1960 data. National Education Association, Illinois 
reprint from Education in the States: Historical Development 
and Outlook. 1972 data, OSPI estimates of enrollment and 
expenditures for 1972. 
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Department of Labor, Bureau of Labor Statistics, January 1972 
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As shown in Illustration 3, the major portion (66%) of expenditure 
aoes To innructional costs. Except for higher allocations for operation and 
maTntenanfe m Sa and for transportation in large metropo itan and 
S se y populated d stricts, this pattern of expenditure varies little among 



districts. 



''""iS?^^^^^^^^^^ both present and past, explicitly recognize the 
State's responsibility for the sound common school education of its 
Sen The S a e has delegated to local school boards the respons.b ity 
0 ' organling^a^^^^ operatin'g schools and authorizes the boands t^^^ 
local property taxes to provide the major portion of schools financial 

'"'"'°n'l927 in recognition of the disparities in financial ability among 
school districts, Illinois inaugurated its state equalization or foundation 
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Servic«t 



Sourct: OSPI. "IHinois Public Schools Finanaal St*tistiC« 19V0 71." 



aid for school districts. The rationale for foundation assistance was, and is 
that all districts are entitled to the assurance from the State that no 
matter what their property wealth or poverty, they will be able to support 
each student with the funds necessary for an "adequate" educational 
program. In short, ail districts were guaranteed an equal starting point or 
foundation. Since 1927, the foundation level has grown from $34 to the 
current $520 per pupil in weighted average daily attendance 

Almost 60% of the^otal state and local expenditures for elementary 
and seconds education is derived from the local property tax in Illinois 
The abilities of school districts to raise funds for education vary 
considerably, reflecting wide variations in property wealth In 1972 
equalized assessed valuations per pupil (AVPP) for elementary districts 
^o"?i 000°"' ^^'^^^ ^° $403,024; for secondary districts, $23 945 to 
f TnS' . ' ""'^ districts, $3,544 to $101,908. A tax rate of $1 per 
$100 of assessed valuation in the wealthiest elementary district then 
would produce almost 75 times the revenue per pupil as the same tax rate 
in the poorest district. In secondary districts, the ratio is 10:1 and in unit 
districts, 28:1. This is an astounding variance in wealth. 

The legislature establishes maximum school tax rates which limit 
districts with the least property wealth from setting high tax rates to equal 
the revenues of the districts with high property wealth. Even if these tax 
rate limits were removed, districts with low property wealth would not 
be inclined to bear the excessive tax burdsn that would be required to 
raise revenues equal to those of districts with much higher property 
r in,'? "^"'P3'''s°" °f two districts' tax rates and local revenues raised 
tor 1971 demonstrates the disparities which exist in the abilities of 
districts to raise revenue for education. 



Table 3 

A Comparisonof Effort and Ability Factors 

Total Local Revenue 
AVPP Tax Rate Per Pupil 



Central Stickney No. 1 1 0 
(Cook County) $220,432 .992 $2,187 

Fairmont No. 89 

(Will County) 8,893 2.46 219 

Although heavy reliance on local property taxes results in great 
disparities in local districts' abilities to fund adequate education programs, 
state aid partially compensates for these differences. Currently the state 
provides in excess of 40% of state-local expenditures in Illinois, as shown 
in Table 4. 

Table 4 

State and Local Funds for Common Schools, 
School Years 1967 through 1973 





State 


Local . 




Aid 


Revenue 




(millions) 


(millions) 


1967 


$ 368.6 


$1,014.1 


1968 


491.9 


1,229.9 


1969 


516.6 


1,228.3 


1970 


787.0 


1,651.4 


1971 


954.7 


1,301.4 


1972^ 


1,028.7 


1,508.6 


1973^ 


1,161.8 


1,660.5 



Total 






Funds 


Percent 


Percent 


(millions) 


State 


Local 


$1,382.7 


26.7 


73.3 


1,721.8 


28.6 


71.4 


1,744.9 


29.6 


70.4 


2,438.4 


32.3 


67.7 


2,256.1 


42.3 


57.7 


2,537.3 


40.5 


59.5 


2,822.3 


41.2 


58.8 



a. Estimated funds. 



Source: OSPI "State and Local Financing for Illinois Public Schools, 
1972-73" 



The major portion of state aid to public schools (an estimated $1.2 
billion in 1973) is distributed through a complex general aid formula. 

The first requirement for participation in the general aid formula is 
that a local district levy a minimum tax rate, or "qualifying rate ". For 
school year 1972-73 these qualifying tax rates are: 

Best 6 months Elementary High School Unit 

Weighted Average Qualifying Qualifying Qualifying 

Daily Attendance Tax Rates Tax Rates Tax Rates 

less than 100 .90 .90 i.o8 

more than 100 .84 .84 i*08 

The tax rate for dual districts is the combination of rates from an 
elementary district and a high school district. Since this combined rate is 
higher than the unit district qualifying rate the formula provides an 
advantage for unit districts. 

The following examples illustrate the disparity in the qualifying 
amounts required of unit and dual districts. 

Unit District 
Assessed Valuation (AV) $20 M 

Qualifying Rate (QR) for State General Assistance $1.08 per $100 of 

Qualifying Amount $216,000 

Dual District 
Assessed Valuation $20 M 
Q.R. $1.68 per $100 of A.V. 
Qualifying Amount $336,000 

Elementary High School 

A.V. $20 M A.V. $20 M 

Q.R. $0.84 per $100 of A.V. Q.R. $0.84 per $100 of A.V. 

Qualifying Amoent $168,000 Qualifying Amount $168,000 



For formula purposes pupils are counted by a district's best six 
months' average daily attendance, and high school students are weighted 
at 1.25, If the qualifying rate applied to local assessed valuation doss 
not produce $520 per we.^ited ADA, the state vvi!! pay the difference 
between revenues raised and the guaranteed revel ($520) of per pupil 
expenditure. 

If a district's state aid per weighted pupil computed by the process 
just described is less than $120, an alternative method may be used for 
computing the district's state aid per weighted pupil. Under the alternative 
method three steps are required. First a determination of the district 
valuation per pupil which would produce state aid of $120 per pupil 
under the previously described process. Second a determination of the 
ratio of the district's actual assessed valuation per pupil to that derived in 
step one. Third a determination of the product of $120 and the ratio 
derived in step two. 

Districts which attain $520 per weighted pupil by levying the 
qualifying rate are provider' the state with $48 per weighted pupil. 
Allocations made through any of these three methods of computation are 
then increased by 19% to determine a district's total allocation. 

The extent to which this formula has an equaliiing effect is 
illustrated in Table 5, 
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Table 5 

An Illustration of the State Aid Formula 



State Aid 
Per Pupil 



Total Available 
Revenue Per Pupil 



Central Stickney 
Fairmont 



$ 57 
474 



$2,244 
693 



It should not be inferred that the state aid formula has no equalizing, 
effect. However, the maximum allowable support level of $618.80 
($520 X 119%) is so low that poor districts cannot hope to receive enough 
aid to enable them to spend at a level comparable to that of wealthier 
districts. The "flat grant" provision further "disequalizes", since all 
districts, no matter how wealthy, receive $57 per pupiL 

A further component of state fundirtg distributed through the 
general aid formula is the large district "density" bonus. Districts with 
over 10,000 pupils in weighted ADA receive additional funds-based on a 
proportion of pupils in excess of certain populations. For example, a 
district with 12,000 pupils may claim $520' for 4% of its pupils, or 
$520 X. 04x 1 2,000 = $2 49,600. The bonus percent of ADA increases 
with the size of the district. 

The large district bonus is designed to help population centers. The 
raticMale is that large urban centers have higher education costs than other 
areas. However, the bonus is allocated to districts on the basis of their 
pupil population rather than the pupil density " ns. In some cases, 
districts receiving the bonus are suburban rather tni —uo.i districts. 

The large district bonus gives no consideration to the differing 
abilities of the larger school districts to meet their education costs. Several 
of the districts provided a density bonus have assessed valuation per pupil 
well above the state average. 



Categorical Aid 

In addition to assuming an adequate level of support for each child in 
a regular educational program, the State provides "categorical support" 
for specific educational programs. Such programs include education for 
the handicapped, for the gifted, for children with language problems, 
vocational education and transportation. With this categorical assistance, 
the state seeks to ensure the availability of these special programs which 
are more costly than regular educational programs. 

Illustration 4 shows the proportion of state aid to public schools for 
current operating expenditures through the general aid formula and 
through categorical programs. 




The unequal capabilities of districts to spend on education programs 
are further reinforced by categorical programs which, with the major 
exception of transportation reimbursement, ignore ability to pay criteria 
and instead distribute funds on a flat grant basis. Funding of 
transportation and special education (the most costly categorical program) 
are closely examined' in later chapters of this report. The granting of flat 
amounts for programs does not contribute to equalization since poor 
districts cannot afford to supplement state funds with their own 
resources. They often do not provide adequate categorical programs and 
miss out altogether on both the programs and the state aid. Thus while the 
various state financial programs have reduced somewhat the vast 
differences among the financial resources available to local school 
districts, very significant disparities still exist. 



A New Design: 

Resources 



RESOURCES 



Early in our deliberations, we recognized that the central defect of 
the present system of school finance is an inadequate State and local tax 
structure. Although "tax reform" has been widely discussed in recent 
months, the need for reform is not new. We have lived with this 
inadequate structure for a long time. 

Increasing demands for tax dollars in recent years accentuate the 
need for tax reform. Large population increases since 1947 have greatly 
increased the demand for all public services, especially education. Chronic 
inflation has pinched the consumer's pocketbook and, at the same time, 
increased the cost of government services. Federally initiated social 
programs and a greater awareness on the part of the disadvantaged of their 
rights have caused huge expenditures by Federal and State governments. 
Revenue sharing, which was to be financed by the fiscal dividend of excess 
Federal tax revenues, will supposedly relieve State and local taxes but has 
not yet reduced any taxes. The salary structure for public employees at all 
levels of government has been upgraded, adding to the demands for 
revenues. Finally, these pressures were intensified by the recession of 
1970, unique in being the first economic downturn following a major 
expansion of Federal social programs. The result has been a consistent 
increase in taxes of all kinds, particularly at the State and local levels. 

This seeming unending dennand for new tax monies, coupled with 
very little accounting to the public for what these tax dollars are really 
buying, has contributed to a sense that things are not right. Hence, the 
"taxpayer's revolt." 

Substantive tax reform is not simply a matter of closing loopholes, 
eliminating some taxes, changing the base of others, and enacting still 
others. In its entirety, tax reform must be a fundamental redefinition of 
what it is that governments do and how money is raised to do it. 
Accompanying this formidable task are two others: determining what 
ought to be done, and mobilizing a political consensus to effect change. 

In other sections of this report we address the questions of what one 
element of government, our school districts, should accomplish and how 



funds should be distributed to achieve educational goals. In addition, our 
study of the tax system now raising funds to support the common schools 
revealed the need for change. Aspects of the system needing revision are 
addressed by our conclusions and recommendations. At the same time, we 
point out characteristics of the system about which little is known. We see 
an urgent need for these questions to be resolved. 

The Local Property Tax as a Revenue Source for the Schools 

In the last four years, the State has doubled its financial assistance to 
local school districts and thereby decreased the districts' dependence on 
the property tax. Nevertheless, the property tax is the source of more 
than 55% of school revenues. 

Recent attention has been focused on the defects of the property 
tax. Principal among these is the heavy burden, absolute and relative, that 
the tax places on lower income families. Table 7 includes an estimate of 
the Illinois property tax burden as a percentage of Illinois family income. 
Let us consider a family of four with an income of $5,000. If they live in 
a $10,000 home, they pay approximately $300 in property taxes, $150 in 
sales taxes, and $25 in State income taxes. In addition, the family has a 
federal income tax bill of $98 and a Social Security wage tax of $260. The 
family's property tax .bill is their largest single bill. It is larger than the 
total of all other taxes the family pays excluding Social Security. The 
property tax amounts to about 17 percent of the family's gross income 
above the...poverty income level (including imputed rent income), and 
about 22 percent of the family's disposable income above poverty level. 

In addition to placing a heavy burden on low income families, the 
property tax discriminates against persons owning large amount's of 
taxable property. A study for the Illinois Commission on Revenue in 1963 
found that the effective rate of property taxation on-lllinois Farmers in 
1960 was 20.5 percent of net income while it was only 4.2 percent of 
personal income for the Illinois economy as a whole.benerally, there is a 
positive relationship between the amount of property an individual owns 
and his ability to pay. For example, a person who owns a $100,000 house 
is assumed to be better able to pay property taxes than a person owning a 
$20,000 bungalow. However, numerous exceptions, such as the farmer 
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Stit« >nd Local Taxts at a Ptrc*nti0« of Totil Inconw 
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Individual and 


Sales. Selective 




Corporate Inrome* 


Sales. & Others 


Income Class 


III. 


U.S. 


III. 


U.S. 


Under $2,000 


.8% 


>6% 


6.0% 


6.1% 


$ 2.000.$ 3.000 


.7 


.6 


5.3 


55 


$ 3.000.$ 4.000 


1.0 


.8 


56 


56 


$ 4.000 >$ 5.000 


1.1 


.9 


53 


53 


$ 5.000.$ 6.000 


1.2 


.9 


5.2 


5.2 


$ 6.000.$ 7.500 


1.4 


1.0 


50 


50 


$ 7.500 -$10,000 


1.7 


1.2 


4.7 


4.6 


$10,000. $1 5.000 


2.0 


1.3 


4.2 


4.2 


$15,000 and over 


2.8 


2.4 


2.7 


2.7 



Inheritance 


Property 


Total 




til. U.S. 


III. 


U.S. 


tit. 


U.S. 




6.0% 


6.9% 


12.8% 


13 6% 




4.5 


52 


10.5 


11.3 




4.1 


4.7 


10.7 


11.1 




3.7 


4,2 


10.1 


10.4 




3.7 


4.2 


10.1 


10.3 




33 


38 


9.7 


9.8 




3.0 


35 


9.4 


9.3 




2.9 


3.3 


9.1 


8.8 


1.1 1.3 


2.1 


2.4 


88 


8.8' 



•These taxes were not in effect in IthnoJs in 1 967 but the burden was computed as it would have been had the taxes existed at that time. 
Source: Edward Oarke. Richard Kothauser. James Reed. Bureau of the Budget Bevtnue Study, (Unpublished report. State o* Illinois, i970J 



and the retired couple with a low income living in their own home provide 
evidence of the financial hardship often created by the property tax. 

Some argue that property taxation follows the "benefits received" 
principle. The more property one owns, the more benefits he receives 
from local government in the form of police and fire protection and the 
provision of streets, sidewalks, sewer and other facilities. Although this 
rationale has some merit, it is difficult to argue that the more property 
one owns, the more benefits he receives from the local schools which 
spend approximately 60% of the property tax revenues. 

The property tax also discriminates against persons or firms who 
increase the value of their property by additions, repairs or renovations, 
because such improvements often increase property tax bills. In urban 
areas, high property taxes contribute to decisions to abandon property. 
Some planners blame the property tax for fiscal zoning and urban sprawl. 
Local government planners and officials often translate community 
growth strategies into a balance between the additional government costs 
for schools, water, and sewerage, and new property tax revenues; in this 
matrix, a multifamily dwelling unit containing many children for the 
schools is seen as costlier and therefore less desirable than a single-family 
dwelling or a fast-food franchise. This feature of the property tax system 
reinforces the gross disparities in local school district property tax 
resources, as wealthier districts seek to protect their status by excluding 
poor people. 

A further shortcoming of the property tax as a primary revenue 
source for the schools is its inelasticity, or the failure of its revenues, 
assuming fixed tax rates, to grow at a rate equal to the rate of growth of 
the economy.* Because of this characteristic, many school districts are in 
an almost perpetual state of financial difficulty. One of the results of this 
inelasticity is frequent-in some cases yearly-attempts to raise property 
tax rates. 

From the perspective of sound fiscal management, the tax yield at 
fixed tax rates should grow at a rate that will support a constant level of 
program quality - in other words, a rate sufficient to offset cost of living 
increases and to cover salary increases built into existing pay plans. An 



* See comment by Donald F. Eslick, p. 164 



inelastic tax creates too much negative pressure on school programs. 

A further difficulty of the property tax is its administration. The 
basic reason for this difficulty is the subjective nature of the initial 
assessment procedure, the placing of a value on property. Ideally, all 
property within a given tax jurisdiction should be assessed uniformly. 
However, because of the difficulty of tax assessment and the lack of 
trained assessors this goal is not usually achieved. 

The Revenue Act of 1939 requires that the State supervise and direct 
the local assessment procedure to ensure that all assessments are lYiade 
"relatively just and equal." Many factors in addition to the root problem 
previously mentioned contribute to making this mandate impossible to 
carry out. 

In most counties, assessment is performed by an elected township 
assessor, and often the township is too small to justify a full-time assessor. 
The assessor, then, usually performs this function part-time while holding 
another job. Since most assessors are elected, it is difficult to require that 
they possess minimum qualifications of training and education. 

In addition, it seems highly incongruous for property to be assessed 
by township when intercounty equalization is performed by the State by 
applying one "multiplier" in all townships of a given county. In theory, 
county boards of review equalize assessments among townships. In 
practice, however, it is quite common for properties in different 
townships of the same county to remain at distincly different levels of 
assessment. 

The elective requirement for assessors exposes the position to 
political gamesmanship, when all standards of the profession call for this 
function to be an objective, nonpolicy, nonpolitical, and purely 
fact-finding job. Temptations for favoritism and conscious 
underassessment can be great. 

In the case of difficult assessment jobs, such as utilities, local 
assessors are liable to find the valuation task overwhelmingly complex. 
The Illinois Department of Local Government Affairs assesses certain 
properties of railroads, but most other large complex properties are left 
for local assessors. 



Among the many inequities that arise from this situation is the high 
variation in assessment ratios for different parcels of the same type of 
property within a given assessment jurisdiction (usually the township) 
One measure of this variation is the coefficient of dispersion, defined as 
,ie average (mean) deviation from the median assessment ratio, divided by 
the median assessment ratio. The higher this coefficient, the greater the 
variation or dispersion in assessment ratios. 

An often-cited measure of an acceptable level of variation in assessed 
values of a given type of property within an assessment jurisdiction is 20 
- that IS, the average deviation from the median should not exceed 20% 
of the median. As an example, using this standard, if the median 
assessment ratio in a township were 50%, a parcel of property whose ratio 
deviated from the median by being assessed at 40% of market value 
(.50 - (.20 X .50) ) or 60% (.50 + (.20 x .50) ), then the assessment value is 
within the standard variation. 

Examples of the median assessment ratio and the coefficient of 
dispersion for various property classifications in Cook County in 1969 are 
shown in Table 8. According to this measure, houses in Cook County are 
assessed at a reasonably uniform level, having a coefficient of dispersion of 
only 16. In each of the other classes shown, however, the coefficients are 
above the goal of 20 and, in the case of gasoline stations (coefficient of 
53) and vacant land (coefficient of 46), the assessment variation is 
extremely high. For gasoline stations, this means that the average 
deviation from the median assessment ratio is over 50%. Of course, one 
explanation for the higher coefficients of variation for these latter types 
of property is that they are undoubtedly more complex and difficult to 
value than houses. 



Table 8 

Assessment Ratios and Coefficients 

of Dispersion, Selected Classes 
of Real Estate, Cook County, 1969* 



Type of Improvement 

Split level houses, 1 & 2 story modern 
residences, modern row houses 

Modern apartments, not over 6 flats 



Median 
Assessment 
Ratio 



22% 
27% 



Coefficient 
of 

Dispersion 



16 
24 



Old style store, loft and apartment 
building 

Gasoline stations 

Vacant - no buildings 

* For years. Cook County has classified property for assessment 
purposes, even though the 1870 Illinois Constitution required 
uniformity. The 197U Constitution allows classification-subject to 
limitation prescribed by the General Assembly-in counties of more 
than 200,000 population. 

Source: Illinois Property Tax Statistics, 1970, Department of Local 
Government Affairs, State of Illinois, Springfield, 1972, 
Table XVII. 



42% 36 
35% 53 
13% 46 



Different types of property are commonly assessed at different ratios 
to fair market value within the same assessment jurisdiction. For example, 
the assessment ratios for the ten Sangamon County townships in 1969 
were as follows: 



Auburn ■ 


39% 


llliopolis 


36% 


Capitol 


46% 


Pawnee 


28% 


Chatham 


35% 


Rochester 


35% 


Clear Lake 


27% 


Springfield 


41% 


Gardner 


29% 


Woodside 


39% 



Although Cook County is the only county that officially and openly 
classifies real estate for assessment purposes, unofficial classification 
appears to occur in the other 101 counties. As a result, some types of 
property are taxed more heavily than others. In general practice, lots and 
other vacant land are assessed at lower percentages of market value than 
improved properties. 

Any multiplier then applied is> county-wide and does not affect 
different assessment ratios among townships. County boards of review are 
empowered to equalize assessment ratios within the county by changing 
assessment levels for entire townships, but, as noted earlier, this sel- i>,n is 
done. Variations in assessment ratios among different assessment districts 
are particularly inequitable where one or more units of local government 
overlap assessment districts. For example, in Sangamon County, several 
local governments cover more than one township. This is true of school 
districts, park districts, airport districts, water districts, and, of course, the 
county itself. In the case of school taxes, for example, this means that two 
'amines liv^ig in identical houses in different townships and sending their 
children to the same school pay different amounts of school taxes. 

Inggeneral, the public is grossly uninformed as to the legal level of 
assessment, the valuation methods followed, the workings of the property 
tax "multiplier," and the legal avenues of appeal. To many, the taxis a 



vast maze '^f complexities and inequities. A vote against any and all 
attempts to raise rates becomes the only practical avenue of protest. 

Despite these problems, wholesale replacement of the local property 
tax would be extremely difficult. Eliminating the property tax would 
permit substantial windfall gains to certain classes of property owners. 
Replacing it with another local tax could result in some of the same 
problems of interdistrict resource disparities now inherent in the .local 
property tax. Perhaps most important, very few taxes produce the 
property tax's annual yield at rates which are neither confiscatory nor 
destructive of the tax system itself. 

Alternative Revenue Sources for the Schools 

These criticisms of the property tax suggest the need to examine the 
entire revenue system to find methods for reducing or eliminating the role 
of the property tax in school finance. Taxes which would be new to 
Illinois, such as a tax on commodity futures, a lottery, a value-added ax, 
a State property tax, and a local income tax, as well as increases in 
existing taxes such as the State income and sales taxes were analyze-, in 
detail in staff working papers.^he highlights of these papers are reviewed 
in this section. 

Presently, no taxes are levied anywhere in the United States on 
commodity futures transactions although New York State taxes stock 
transfers. For Illinois, two types of taxes on commodity future- 
transactions were considered. One type was a uniform tax per transaction. 
On a range of rates f'/om $.10 to $1.00 per contract, estimated revenues 
would be between $1.2 million and $12 million annually. The other was a 
tax on commissions charged by brokerage houses for commodity futures 
transactions. For tax rates ranging from 5 percent to 20 percent of 
commission charged, the estimated annual yield would be $4.8 million to 
$19 million. In addition to the inadequacy of revenues expected from this 
tax, the Task Force determined that such a tax could have a potentially 
deleterious effect on the market in commodities futures transactions. 

The Task Force examined the possibility of a State lottery, but did 
not find it an acceptable alternative to the property tax.* Ths lottery's 



* See comment by Robert J. R. Follett, p. 164 



popularity as a revenue source is understandable, because participation is 
voluntary. Yet, the lottery evades the question of who should pay for 
what benefits. Little is known about the lottery's use by various income 
classes. Annual revenue growth is highly uncertain. The Task Force 
estimates that an Illinois lottery, similar to that established in New Jersey, 
would yield $104 million annually. Furthermore, while the cost of 
administration of all Illinois State taxes is less than 1 percent of gross 
receipts, costs of admir'stering lotteries range from 8 percent of gross 
receipts in New Jersey to 18 percent in New Hampshire. 

There is renewed interest, at the State and Federal levels, in the 
value-added tax (VAT) as an alternative revenue sourv.2. A VAT is a 
percentage of the sale price applied at the point of sale on the value added 
by each firm to a good tor service) as it moves through the production 
process from raw material to final product. For example, a clothing 
manufacturer buys cloth from a textile mill for $10 and sells a garment to 
a retailer for $30. The VAT rate is au^Wed to the $20 of value added. 

The VAT resembles a sales tax with multiple collection points Its 
proponents argue that it is a highly productive tax that is more responsive 
to economic growth than the sales tax or the property tax. It is estimated 
that, in Illinois, the VAT tax base grows 1.0 to 1.5 percent faster than the 
personal property or sales tax base. Approximately $1.7 billion could be 
raised in Illinois with a 3% VAT. 

The tax is easy to administer and politically atrractive because it is 
indirect. However, it places a heavier burden on high gross income-low 
profit firms than the property tax. Economic research has not established 
the effect of VAT, but most studies suggest that the ta>i burden will be 
passed along to the consumer.^ 

VAT permits industrial states like Illinois to export a share of the tax 
burden to residents of other states, but this might bring about reprisal.^ 
from other states. The difficulties of recording and policing interstate 
flows of goods and services would confuse the ope.-ations of large 
multistate corporations. It has recently been proposed that states adopt 



value-added taxation in a coordinated fashion and applied at the "origin" 
of those productive processes that create added value. This suggestion is 
not greatly different from the Federal government's adopting VAT and 
distributing the proceeds under revenue sharing.'^ In any case, such a 
nationwide approach to VAT seems a number of years off. 

The Task Force sees few advantages to adopting a State VAT as 
opposed to modifying existing state taxes. Whether VATis more or less 
regressive than the retail sales tax is almost entirely dependent on how the 
tax base is defined. There is little evidence as to the effect of VAT 
associated with various definitions of the base. Experimentation with the 
tax might lead to excessive reliance on the taxation of consumer goods 
and the rejection of carefully analyzed reform of currently existing taxes 
such as property tax "circuit breakers." 

A single, state-wide property tax has been suggested in New York 
and in California as a major source of revenue for public schools. Such a 
tax could totally or partially replace the local property tax. Illinois now 
has a State property tax, but because the General Assembly has not set a 
property tax levy si. :e 1932, Illinois citizens have not paid a State 
property tax for 40 years. Prior to 1932, the tax was a significant source 
of State revenues. The General Assembly could reestablish the State 
property tax merely by setting a levy for it. A rate of $3.45 per $100 of 
equalized assessed value would raise $1.66 billion, the amount that will be 
produced in 1972-73 by local school district property taxes. 

Although a state-wide property tex- could be implemented, it has 
several disadvantages. The tax is as regressive and discriminatory as the 
local property tax. Although a State property tax would avoid the 
problems of unequal distribution of wealth throughout the State and of 
adversely affecting the location decisions of families and businesses, the 
State income tax and the State sales tax avoid the same problems but 
yield-revenues that increase more rapidly than those raised by a property 
tax. 

The chief advantage} of a state-wide property tax is that, 
theoretically, the State would administer the assessment of property value 
uniformly. Ironically, the State property t?x recommended in New York 



may not be administered by the State, but by the existing local tax 
machinery. As a result. New York State may lose the greatest advantage of 
the tax. Because a State property tax has no clear advantage over the 
present system, the Task Force does not recommend its use. 

Increasing the State sales tax or broadening its base to include 
services for example, is another means of raising additional revenues for 
the schools. If the present sales tax base were not changed, replacement of 
local property taxes for supporting schools would require an increase of 
the State sales tax to 10 percent. When combined with the present 1 
percent local sales tax, the total general sales tax rate in Illinois would be 
11 percent. 

The sales tax is easily administered, but it is a highly regressive tax. 
Since persons or families with high incomes spend smaller percentages of 
their income on taxed items, such as food, the burden of the sales tax 
does not affect them as heavily as it does families with low incomes. The 
Task Force does not recommend doubling the State sales tax to replace a 
regressive local property tax. If revenues from the sales tax must be 
increased, the base of items or activities taxed should be broadened. 

There are numerous advantages to the taxation of income to replace 
property tax revenues oras a source of additional revenues. The income 
tax reflects the ability-to-pay principle of taxation and provides a very' 
effective way of relieving lower-income families and individuals from some 
of the growing burden of State and local taxes. It is highly responsive to 
economic growth and therefore responds to increasing revenue needs. 

Critics of the local property tax who want to retain local control of 
the tax source recommend tH- local income tax. Such a tax, similar to a 
State and federal income tax, ,s progressive and less discriminatory against 
certain groups or occupations than the property tax; however, conversion 
to income taxation fails to overcome the problem of great disparities in 
the tax base between wealthy and poor districts. A local income tax 
administered at the school district level, as i' is in Pennsylvania, Ohio, and 
Kentucky, is difficult and costly to manage. The Task Force rejects the 
local income tax because, despite its advantages, it merely redistributes 
the existing disparities in district tax ba?GS. 



If and when the State requires additional revenues for education, an 
increase in State income tax rates or an expansion of the income tax base 
may provide the best alternative. Thirty-seven states levied a personal 
income tax as of January 1, 1971. Rates ranged from a flat 2 percent in 
Indiana to a progressive rate structure rising to 14 percent »u New York. 
The flat rate in Illinois is 2.5 percent. The effective rate of State personal 
income taxes on a family of four with adjusted gross income of $7,500 
ranged from a low of 0.1 percent of adjusted gross income in California to 
a high of 3.2 percent in Minnesota. The median was 1.2 percent.^ln 
Illinois, the effective rate for a family is 1.2 percent. The effective rate 
approaches the 2.5 percent flat rate as income increases. 

Even "though it has a flat rate structure, in practice the Illinois 
income tax is progressive. "Loopholes" are avoided under the individual 
income tax because personal deductions, capital gains, and interest on 
State and local bonds are treated equally with other kinds of income, and 
personal exemptions are relatively generous. The tax shows high revenue 
productivity and is relatively easy to administer. 

For purposes of example, suppose the Legislature decided to abolish 
the property tax as a source of revenue for financing local schools, to 
retain it for financing other units of local government, and to replace the 
reduced revenues by raising the rates of the State income taxes. On the 
basis of results in 1971, when individual and corporate income taxes 
combined yielded roughly $1 billion and the funds raised by local 
property taxes for education amounted to about $1.5 billion, it is 
estimated that replacing the "education portion" of the property tax 
would require that income tax rates increase to about 2.5 times their 
present level. This would result in rates approximating the following: 

individual income tax — 6 25% 
corporate income tax - 10% 

Such a shift reduces the property tax burden in Illinois by an average of 
about 60%. 

This change would make Illinois' state-local tax system less regressive 



and more elastic, since the Illinois income tax is progressive and relatively 
elastic, while the property tax is regressive and relatively inelastic. We do 
not, however, recommend such a drastic step. 

Recommendations Concerning Revenues for Financing Elementary and 
Secondary Education 

On the basis of the previous discussion, we submit the following 
recommendations. 

1. Ideally, the following sources of funds could be dedicated to 
additional financing of elementary and secondary education 
over the next several years in the event that adequate allocation of 
additional revenues can produce significant reform. 

50% of the growth of State tax revenues. 

Two thirds of the State's share of general revenue sharing from 

the Federal government. 

100% of the growth in State income tax revenue sharing to 
counties and municipalities, i.e., yearly municipality and county 
receipts would be frozen at their FY 1973 dollar amounts. 
Dollar growth in the one-twelfth share would go for education. 
This can be done as a result of the enormous additional 
revenues for cities and counties from federal revenue sharing. 

Estimated dollar amounts from these theoretical sources for the next 
several fiscal years are shown in Table 9. 

It was not the responsibility of this Task Force to evaluate the needs 
of programs which compete with education for scarce state resources. 
However, we are encouraged by the performance of the economy and the 
additional yield in state taxes that result. We are also aware of the 
slackening of growth in welfare case loads and costs. Together, these 
factors will provide considerably greater flexibility in the state budget and 
we believe these sources in the amounts stated are realistic expectations 
for school finance. 



Table 9 

Estimated New Funds Available for Elementary and 
Secondary Education Without an Increase in Taxes 

50% of Increase 
In State Tax Revenue 











100% of 






Increase 






Increase In 


Total 




Over 


Increase 


67% of State 


State Income 


New Funds. 




Previous 


Over 


Share in Federal 


Tax Revenue 


To 


Year 


Year 


FY 1973 


Revenue Sharing 


Sharing 


Education 


FY 72 






$30 




$ 30 


FY 73 






64 




64 


FY 74 


$93 


$ 93 


70 


$ 8 


171 


FY 75 


98 


191 


71 


15 


277 


FY 76 


104 


295 


73 


24 


392 


FY 77 


110 


405 


78 


33 


516 


FY 78 


117 


522 


..3 


42 


564 




$522 


$1,506 


$386 


$122 


$2,014 



Liability basis rather than actual receipts basis. 

^ Each entry represents the amount of State aid to elementary and 
secondary education above the FY 1973 level. 

o 

Present revenue sharing act expires at the end of calendar 1976. 
Source: Estimates by Revenue Subcommittee staff 



We recognize that the goal of providing 50% of the annual increase in 
State tax revenues and 67% of the State share of federal revenue sharing 
for elementary and secondary education may not be feasible every year. 
There are, of course, other demands on State dollars. The allocation 
presented in Table 9, then, should be considered as a goal for the next 
several years. 

2. If additional revenue for education from the sources outlined in 
Recommendation 1 is insufficient, we recommend alternative 

revenue sources. Specifically, we are opposed to the use of the following 
taxes to raise additional funds for education: commodity transfer tax, 
lottery, value-added tax, state-wide property tax, local income tax.* 

We do not recommend raising rates' of the sales tax, but broadening 
the base or changing the form of the tax should not be precluded.* 
Although there are strong equity arguments against raising sales tax rates, 
broadening the base of this levy could reduce its r^gressivity and increase 
its elasticity. 

In our opinion, the Illinois State income tax is the most equitable tax 
levied in the State. It is progressive and nondiscriminatory toward any 
particular group or occupation. We recommend that new funds for 
education, if other revenue sources prove inadequate, should be obtained 
by raising the rates of the State income tax. 

3. In general, less reliance should be placed on the property tax as 
a source of funds for financing schools and other units of local 

government. The well known disadvantages of this tax in the areas of 
equity, automatic responsiveness to economic growth and administration, 
have become more pronounced with the growth of the tax burden. 

4. To accomplish our goal of less reliance on the property tax, we 
recommend that when the resources outlined in 

Recommendation 1 are earmarked for elementary and secom^ary 
education, property tax extensions by all units of Jocal government (with 
exceptions noted below) should be frozen for two years.** Such a freeze, 
although a strong measure, would accomplish certain desirable results: 

Halt the trend toward increased disparities in per-pupil 
expenditures among school districts as a result of increasing 



* See dissents by Donald F. Eslick, p. 170 
See dissent by Dr. Leo Cohen, p. 170 



property tax revenues, whether by increasing the rate or 
broadening the base. 

Halt the barrage of criticisms over increases in property tax 
burdens. 

Generate renewed interest in the General Assembly in 
alternative methods of financing schools and other units of local 
government. 

Encourage school districts and local governments to undertake a 
careful evaluation of their operations to eliminate waste and 
low priority programs. 

We recognize that certain situations yvould make a complete property 
tax freeze undesirable. We recommend, then, that exceptions to the freeze 
be allowed where: - 

increased property tax extensions are necessary to bring about a 
minimum qualifying rate in order to receive certain State aid. 
New units of local government are created while the freeze is in 
effect. These units could extend taxes in accordance with 
statutes dealing with maximum rates. 

Increased extensions are necessary to retire outside 
indebtedness, 

A school district's enrollment increases. Extensions by the 
school district could increase by the same percentage as 
enrollment increases,* 

Increased extensions are approved by a local referendum. 

5. After the property tax freeze, consideration should be given to 
extending the property tax "circuit breaker" form of relief to 
families of all ages.* Persons who are 65 or older or are disabled will 
receive this type of relief beginning in 1973. Under the "circuit breaker", 
the State provides a grant to families where real estate taxes on their 
residences exceed a specified percentage of their incomes. This 
concentrates relief where it is needed most, is less expensive than 
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across-the-board relief plans, and does not affect local revenues. 

6. To improve administration of the property tax in Illinois, the 
following is recommended. 

A. At the county level 

1. County assessors-Tpwnship assessors should be abolished. 
The county board in each-county should appoint a county 
assessor and deputies from a list of State-certified eligibles. 
Such a move would aid in removing the assessment 
function from politics, in ensuring qualified assessors, and 
in providing an assessment area generally large enough for 
a full-time assessor. 

2. Cooperation Among Counties-Legislati^ i should be 
adopted to encourage small counties to merge the local 
assessment functions or to share facilities and- staff; the 
smallest counties should be required to do so. Many 
economies of scale and other cost-reducing advantages are 
likely to be realized where sparsely populated counties 
cooperate. 

3. County Boards of Review and Equalization-Members of 
multicounty or county boards of review and equalization 
should be appointed or elected from a list of 
State-certified eligibles. Each of these boards should cover 
a sufficiently large area, or population to warrant the 
creation of a board of competent people. Unlike the 
present method of selecting board of review members, this 
method could require a minimum level of training and 
experience - qualifications which appear highly desirable 
for a meaningful review of the work of assessors. 

4. Use of Results of Sales Ratio Studies-Sales ratio data, 
annually publicized widely by the State, should be 
acceptable as evidence in local and State appeals and any 
assessment in excess of or less than 20% of the median 



value should be made prima facie evidence of need for 
relief. State sales ratio data presently are not generally 
admissible as evidence in litigation concerning assessments. 
Such data, however, very often represent the best and 
often the only objective indication of the assessment level 
in a given area. Denial of the use of sales ratio data may 
deny relief for persons assessed at levels significantly above 
the prevailing level in their area. 

The Tax Bill-The yearly tax bill should state the true 
value of the property as appraised and recorded by the 
assessor and the fractional statutory level of assessment. 
This information would be a small bit of data which would 
aid the taxpayer in determining whether or not his 
property has been accurately assessed. This is especially 
important in Cook County, where different types of 
property are assessed at different perct ages of true value. 
Recording and Presentation of Asses, nents and Other 
Property Tax Information-To aid in all types of analyses 
and planning, assessors should be required to record 
assessments according to some minimal economic use 
breakdown, e.g., single family residences, apartments, 
industrial property, commercial property, farmland, and so 
on., This breakdown could be in addition to or in lieu of 
the current presentation, i.e., lands, lots, and personalty. 
Meaningful analysis of the economic and other effects of 
the property tax often requires knowledge of what portion 
of the tax is levied on homes as contrasted to commercial 
property and industrial property. This information is not 
revealed by present recording practices. 
Current Collection-Property tax collections should be 
made more current, that is, the collection of revenues 
should be made to coincide more closely in time with the 
expenditure of funds. In Illinois, from the time a local levy 



is approved until the tax bill has been sent and collected 
and funds are distributed to local governments, almost two 
years may elapse. It is common, in the case of some school 
districts and other units of local government, for property 
taxes levied for a given budgetary year not be received 
until that year has passed. Such governments are forced to 
issue tax anticipation warrants and, of course, to pay the 
resulting interest. For Chicago public schools alone, 
interest on tax anticipation warrants in 1971 amounted 
to $7,139,000, Practice in other states reveals that 
property tax collection can be made much more current 
than is the case here. 

B. At the State Level 

1. Stcte Participation in the Cost of Asses. Mt- fUx State of 
Illinois should defray at least one-half of the total cost of 
property assessment. Not only would this help to ensure 
that adequate funds are availabie for paying assessors and 
meeting other expenses, but it would give the State 
leverage in requiring minimum assessment standards. 

2. State Assistance and Supervision-The State should expand 
materially— both statutorially and with resources-its 
assistance and supervisory functions, including the testing 
and certification of eligibles for assessors and members of 
boards of review and equalization, conduct cv 
coordination of mandatory schools and courses of training 
and conferences and publication of manuals and 
handbooks ; provision of appraisal assistance to local 
assessors, ard specifying the valuation methods to be used. 
Although the State presently participates in some of these 
activities, expansion and systemization can improve local 
assessment materially.* 

3. Difficult-To-Value Properties- For privately owned public 
utilRy companies and other types of large, complex. 
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difficult-to-value properties, the State should provide 
appraisal experts to recommend the dollar valuation for 
the property. Such recommendations should be public 
information. Such assistance by the State would be of 
great aid to local assessors in appraising highly complex 
properties. At the same time, final decisions on appraisals 
would rest with local assessors, to increase the probability 
that all property within a given assessment jurisdiction was 
treated "equally". By making State recommendations 
public information, local assessors wpuld be less likely to 
ignore them. 

4. *^' PuliliQation of Valuation Methods-Periodically, the State 

should publish a statement -of valuation methods used in 
appraising property in Illinois. As with other data, this 
information could aid the taxpayer in determining whether 
or not his property has been accurately assessed. 

5. Classification of Property-Any further classification of 
property should not be permitted. The 1970 Illinois 
Constitution allows for the classification of real estate in 
counties having a population of more than 200,000, 
subject to limitations prescribed by the General Assembly. 
We recommend that the General Assembly prohibit 
classification outside of Cook County. Classification of 
property brings numerous problems, particularly in terms 
of equity. If different types of property are to be assessed 
at different percentages of market value, which types 
should be assessed high? Which low? Why should one type 
be taxed more heavily than another? A particularly 
inequitable situation arises when a school district, for 
example, overlaps two counties, one of which classifies real 
estate, the other of which does not. Any further 
classification would simply compound the inequities. 

6. Overlapping Tax Jurisdictions-ln cases where a local 
taxing jurisdiction lies substantially in more than one 



county, a special assessment equalization procedure should 
be established by the State. Although the State of Illinois 
equalizes th<? median assessment ratio among counties, 
houses in one county may have a different assessment ratio 
than those in another, if one of the two classifies property 
(officially or unofficially) and the other does not. With 
overlapping units of local government, taxpayers in 
different counties may be taxed at different effective rates 
by the same unit of government. In cases where a unit of 
local government substantially overlaps two or more 
counties, the State should certify a special equalization 
factor applicable solely to assessments within the 
overlapping government body, to be used only for 
purposes of applying the tax rate of the overlapping 
government. 

Exempt Property-The law should be clarified as to the 
meaning and scope of exempt property. All exempt 
nongovernmental property should be valued arid recorded. 
Every owner of presently exempt nongovernmental 
property should be required to reinstate this exempt status 
periodically through formal application to its county and 
to the State (a scheduling procedure would permit this to 
be carried out qv.er a reasonable period of time). The 
exemption of property has seriously eroded the tax base in 
some areas. This recommendation would require not only 
a careful look at exemption policies but also an 
examination of each exempt parcel of property. The 
valuation of exempt nongovernmental property would 
reveal the magnitude of the loss in assessed valuation and 
tax revenue. 

State Property Tax Board-A State property tax board 
should be created. Members should be appointed on a 
long-term, staggered basis by the Governor with the advice 
and consent of the Senate. Present equalization and other 



property tax functions now performed by the State (other 
than appeals) and any new functions of a similar type 
would come under the jurisdiction of this board. The 
board would provide for continuing study of the property 
tax, possibly through an advisory committee. The goal of 
this recommendation is to remove State property tax 
functions insofar as possible from undesirable political 
pressures, and to ensure that studies concerning methods 
of improving the property tax are being carried out on a 
continuing basis. 
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A New Design: 

Dynamics 



THE PROPOSED FORMULA 



The school aid formula has critical importance in the distribution of 
State funds for financing the schools. In Fiscal Year 1973, of the $1.2 
billion allocated by the State for schools $802 million, or 66 percent, was 
distributed through the State aid formula. 

Elsewhere in this report the considerable disparity that exists in the 
fiscal condition of school districts was documented. This disparity results 
for the heavy reliance on the local property tax for financing the schools 
and deficiencies of the school aid formula. 

In our efforts to design a new formula, this Task Force has 
recognized as its major objective the Governor's charge: "First of all, the 
Task Force should identify means to eliminate disparities in school 
spending and tax burdens . . ." 

Several premises underlie the work of the Task Force in defining a 
policy for the distribution formula for State aid to schools. 

1. It is unlikely that additional funds in the amounts projected in 
Table 9 will be available exclusively for educational 
expenditures in the foreseeable future.* The State and its 
school districts are spending approximately $2.4 billion for 
current operating expenditures ($2.8 billion for all school 
expenditures) serving 2.4 million elementary and secondary 
students (an average of $1,000 per student). Raising average 
expenditures per student by 10% would require $240 million in 
additional spending. The recommendations of the Task Force 
are based primarily on redistribution of amounts currently 
available.** 

2. It is not possible, with limited funds, to devise an equitable 
system that is painlej^s. With unlimited funds, it would be 
possible to bring poor schools up to the level of expenditure of 
rich schools. With limited funds, making more funds available to 
poor schools would inevitably mean taking funds from 
taxpayers and school districts with higher incomes or wealth. 
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We recognize the need to avoid subjecting any districts to 
drastic short-run changes in revenue. 

3. All funds available in the State for financing education, whether 
from State sources such as income and sales tax or from local 
property tax sources, should be considered in the distribution 
system. 

4. We wish to preserve maximum freedom for the family and for 
the local community and school district. To the extent feasible, 
the Task Force would like to leave the choice of expenditure 
and tax rate levels up to the local community and would like to 
permit the local school board to choose how it will allocate its 
resources to achieve the educational results it seeks. The Task 
Force would like to permit the individual family to have as 
much freedom of choice in the education of its children as can 
be provided. 

The Task Force established a number of criteria by which alternative 
methods of distributing funds for the support of schools could be 
evaluated. 

1. Equity in taxation - The system should work to eliminate wide 
disparities in tax burden between taxpayers in similar 
circumstances. Equal tax effort should produce equal revenue. 

2. Adequacy - The system should distribute sufficient funds to 
provide a reasonable level of education for all children. 

3. Affordability - The system should require funding within the 
financial capabilities of the State and its taxpayers. 

4. Equalization of access to educational opportunity — The system 
should improve the access of each student to a decent 
education. 

5. Efficiency — The system should help promote educational 
practices which provide the most favorable ratio between costs 
and the benefits to be derived. The syste iould not foster or 
preserve inefficient practices and organizat.. 



6. Decentralization of decision-making — The system should 
provide for a reasonable balance of decision-making power 
among the State, the educational profession, elected school 
officials, the local community, and the student and his family. 

7. Constitutionality - The system must be consistent with both 
the Illinois and U.S. Constitutions. 

The Task Force recommends a three-tier formula for the distribuiton 
of current operating funds for education. This formula is not intended to 
cover transportation, debt service, capital expenditures, or other 
non-current or non-operating expenditures. 

Tier 1 should consist of a basic State grant given to all students, 
regardless of the district in which they reside, to ensure a minimum level 
of education:* 

Tier 2 should consist of additional expenditures chosen by the local 
school district and equalized by the State so that school districts choosing 
equal tax effort will receive equal revenues per student (weighted). 
.(School districts should be able to provide equalized expenditures of at 
least $1,000 per student under Tier Vand Tier 2.) 

Tier 3 should consist entirely of local efforts beyond Tier 1 and Tier 
2. It would not be equalized by the State. Tier 3 would enable those 
districts that wish to spend amounts beyond those which the State 
considers, necessary for a reasonable education (Tier 1 and Tier 2) to 
choose to do so if the district is wiUing to pay for it. Tier 3 tax and 
expenditure levels should be reviewed by the voters of the district at least 
every four years in order to reaffirm their willingness to continue spending 
at this level. 

The Three-Tier Formula and certain of its associated aspects operate 
to meet the criteria we have established. 

Equity in taxation 

Tier 1 and Tier 2 work to provide equity. Equal tax effort will 
produce equal revenue anywhere in tho "tate. No child or taxpayer will be 
penalized by living in a district with low assessed valuation of property. 
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Both student and taxpayer will be able to utilize the full tax resources of 
the State to achieve equity. Tier 3 retains some of the present inequities 
since wealthy districts will be more likely to afford Tier 3 taxing and 
spending. Tier 3 is included to preserve an element of local freedom. We 
believe that the advantages of local freedom outweigh the disadvantages of 
possible inequities that may arise from Tier 3. 

Adequacy 

Tier 1 and Tier 2 will provide sufficient funds for an education that 
is not only adequate, but satisfactory. A teacher whose salary is $13,750 
and whose class size is 25 students generates on the average a per-student 
expenditure of $1,000. It may be debated whether or nqt the average 
teacher's salary should be higher or lower than $13,750 and it may be 
debated whether or not 25 students is an appropriate class load. However, 
the Task Force believes that a Tier 1 and Tier 2 expenditure level of 
$1,000 per weighted student should be adequate to provide a satisfactory 
education in Illinois.* Many districts will choose to spend less. Some will 
choose, through Tier 3, to spend more. 

Affordability 

An average expenditure of $1,000 per student for the 2.4 million 
public school students in Illinois will require $2.4 billion. This is the 
amount now being spent on current operating expenditures of public 
schools. 

Equalization of access to educational opportunity 

A number of factors can help equalize access to- educational 
opportunity. Tier 1 and Tier 2 will make it possible for every district in 
the state to provide a satirfactory level of education. No student will be 
denied a good education because he happens to live in a community of 
low assessed value. 

We recognize that poverty creates special barriers to educational 
opportunity. Therefore, additional weighting will be given in the 
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distribution formula to students whose families have incomes below 
$3,000 or who receive Aid to Dependent Children. This additional 
weighting for poor students will help both urban schools and rural schools 
with significant numbers of poor children to meet the special problems of 
providing educational opportunity. 

Efficiency 

Several aspects of the distribution system can help promote increased 
efficiency (as well as meeting other criteria). We recommend that the 
distribution of funds follow the student. 

In simplified terrhs, this means that funds should be spent in the 
school attended by the student for whom funds are allocated. This does 
not happen now in many of our larger districts. In these districts, the 
money follows the teachers. If all of the most experienced and 
highest-paid teachers transfer to ce/tain schools, expenditures for the 
students in those schools inevitably are the highest. The Task Force 
proposes a system in which in effect the money stays with the student. 
This will require that teachers and other instructional resources be 
allocated more equitably and will, of course, provide more equalization of 
educational opportunity. In addition, it will encourage more efficient use 
of the resources of the district. 

Expenditures per weighted student should follow the Federal 
comparability standards which place a limitation on the variation in any 
attendance center from the average of the district except in special cases 
such , as special education centers or vocational schools. School districts 
which permit expenditures per student in the various attendance centers 
to vary more than the established limit should be penalized by a reduction 
in the State grant. 

We recommend that school districts be required to prepare financial 
and educational reports for each attendance center. * These reports are to 
indicate expenditures per student and will also report on the educational 
activities and performance of the school. Such school-by-school reports 
will help to promote increased efficiency by giving citizens information 
needed to evaluate their schools. Many districts in the .state now provide 
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such information. It is desirable that all districts do so. 

Decentralization of Decision-Making 

Tier 1 establishes the State's basic minimum support of education. 
Tier 2 continues a State role, but permits the local district to choose the 
level of educational expenditures it desires. Tier 3 permits even greater 
local district choice. The Task Force feels strongly that freedom of choice 
for individual families and students is also desirable. At present, most 
families have no direct choice as to the school their children will attend, 
unless they choose to send them to a nonpublic school. Some additional 
freedom of choice for families is desirable in providing better balance in 
decision-making and in helping promote educational progress through 
competition. Family freedom of choice, however, involves serious 
problems in regard to transportation and segregation. We do not believe 
that Illinois is ready for a voucher systr-n or similar system providing 
complete freedom of choice. 

We do believe that Illinois might well provide freedom of choice at 
the high school level. Here, students actually have choices to make — 
between various college preparatory and career-oriented programs. At high 
school, the problems of student transportation are significantly reduced, 
since parents are more willing to allow their older children to travel longer 
distances to school. Moreover, high school students are far more capable 
of evaluating alternatives and making wise choices. Therefore, the Task 
Force recommends that students in selected areas be permitted to choose 
the high school they will attend, subject to reasonable regulations 
regarding space, transportation, and in trrf ration. 

A number of communities in P' ^ already permit free choice of 
high schools by students within the u Their experience indicates 
that most students choose to go to the high school closest to their home 
and that little difficulty is encountered in administering and operating 
such free choice programs at this level. We hope that this sytem of free 
choice will encourage neighboring high schools to cooperate in developing 
programs and to avoid duplication of expensive facilities, particularly in 
vocational programs. One school might offer a science-oriented college 



preparatory program and a construction trades vocational program, while 
its neighbor offered a humanities-oriented college preparatory program 
and a commercial and business vocational program. 

We believe that there is merit in pursuing the idea of freedom of 
choice at lower levels. Therefore, we recommend that .he State work with 
local school districts to establish pilot programs that would permit 
freedom of choice on some reasonable basis for the families of elementary 
school children. These experiments (like experiments with the 
year-round school, individualized programs, and the like) will enable 
educational authorities to make rational decisions based on experience, 
not opinion. 

Constitutionality 

The committee believes its distribution system is constitutional. We 
feel that the Three-Tier Formula and its associated features meet all of the 
criteria we have established 

Alternative Approaches 

One often-discussed alternative is State assumption of lull 
responsibility for funding all educational expenditures. Full State 
assumption inevitably leads to state-wide teacher bargaining which the 
Task Force considers undesirable. Local bargaining in light of local 
conditions is much preferred. 

The other primary alternative is some minor alternation of the 
present system. We do not believe that any alteration of the present 
system is likely to overcome the significant inequities that exist both in 
taxation and in access to equal educational opportunity. 

Recommended Elements for the Three Tier Formula 

1. Weighting — At present, it costs more money per student to 
educate at the high school level than it does to educate at the elementary 
level. This is because high school teachers are generally paid more, and 
because they generally have smaller class loads than elementary teachers. 
(High schools also have expensive equipment and facilities, but this is only 



a minor aspect of the cost differential). The current State formula gives a 
weighting of 1.25 to high school students. Previous weightings were 1.15 
and 1.00. 

Available research indicates that the most crucial years in human 
intellectual development are the early years. We believe that the interest 
of the State would be well served by encouraging greater focusing of 
resources upon children in kindergarten through grade 3. We do not 
believe that the interest of the State would be adversely affected by a 
slight increase in the class load of some high school teachers. 

y\le recommend that increased weighting be given to students in 
kindergarten through grade 3. For purposes of example, the Task Force 
has used the following weights: 

Kindergarten (1/2 day) — 0.55 
Grades 1 through 3 — 1.10 
Grades 4 through 8 — 1.00 
Grades 9 through 12 — 1.25 

We recommend that all students classified as disadvantaged receive 
a weighting factor of 1.25. This weighting should '.e multiplied by the 
weighting for grade level (e,^, in our examples, a disadvantaged first grade 
student would have a total vveight of 1,375 — 1.10 x 1.25). 

There has been much discussion as to whether students should be 
counted on the basis of average daily membership (ADM) or average daily 
attendance (ADA). There are those who point out that most of the 
resources of a school must be assembled for the membership enrolled, not 
for the attendance on any specific day. There are those who believe that 
using ADA in the formula encourages schools to make extra efforts to 
overcome truancy. Since the disparity between ADA and ADM is greatest 
in school districts which have a high level of poverty, use of ADA results 
in lower amounts going to such districts and more to districts with less 
poverty. This would be offset by the weighting for the disadvantaged. 

We recommend combining the tvo alternatives. For kindergarten 
through grade 8, weighted average daily membership (WADM) should be 



used in the formula. For grades 9 through 12, the weighted average daily 
attendance (WA DA) should be used. * 

Some states are using the census count of children as a basis for 
school funding, as an alternative to the more common membership or 
attendance. The Tasl< Force recommends that this basis for counting 
children be investigated, so that future alterations in distribution can be 
considered in light of this additional alternative. 

The Three-Tier Formula should be introduced in a fiscal year that 
will permit adequate forward planning. This should be done soon enough 
to eliminate, as quickly as possible, the gross inequities that exist in the 
taxation and distribution of funds for schools. If there is a tax freeze, it 
shoujd be thawed out in conjunction with the introduction of the new 
distribution and revenue systems. 

Many specific proposals for fund -distribution within the three tier 
formula were presented to the Task Force. Three such proposals are given 
below. Time did not permit the computer simulations which are necessary 
to determine the effect of proposals on each local district and upon the 
state aj; a whole. Using the premises, criteria, and the three tiers outlined 
by the Task Force it will be possible to devise a distribution system that 
will be a vast improvement over the present inequitable system. 

Alternative Formulas 

Three formula proposals which conform with the principles endorsed 
by the Task Force were submitted.** Their components follow: 

Alternative 1: 

Tier 1 is a State grant of $400 per weighted student. 

Under Tier 2, a district may choose any level of expenditure per 
weighted student between $500 and $1,000 inclusively. Tier 2 requires 
that each district levy a minimum tax rate equal to the rate needed 
state-wide to provide $100 in revenue for each weighted student. This tax 
rate is estimated at a $0.57 per $100 of assessed valuation (AV). A district 
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which levies only the minimum tax rate can spend only $100 above Tier 
1, a total of $500 per weighted student. 

For every $100 per student above $500 that a district chooses to 
spend, it "must increase its tax rate by $0.57. Therefore, if a district 
chooses to spend $1,000 per student, its tax rate will be $3.42 ($0.57 x 
6). 

Tier 3 is a local, non-equalized choice of tax effort expenditure. A 
district may elect to tax itself for Tier 3 expenditures after it has reached 
the full limit of Tier 2 expenditures and tax effort. A referendum o* ihe 
voters is required to establish Tier 3 expenditures and tax effort. Tax c? u 
expenditure levels must be reconfirmed by the voters of the district.not 
!ess often than once every four years. 

Alternative 2: 

tier 1 is a guaranteed minimum expenditure level. Under Tier 2, the 
State guarantees the amount of money that a district's tax rate would 
produce if every 12-qrade district had an assessed valuation of $42,000 per 
weighted pupil, if every K-8 district had an assessed valuation of $64,615 
per weighted pupil, and if every 9-12 district had an assessed valuation of 
$120,000 per weighted pupil. 

Maximum district tax rates would be $3.00 for 12-grade districts, 
$1.95 for K-8 districts and $1.05 for 9-12 districts. This maximum rate 
would produce $1,260 per weighted pupil and applies to the combined 
tax rates for all purposes except bonds and interest, rent fund, and 
transportation. 

Tier 3. The question of additional revenues, tally locally raised, is 
to be resolved by the Legislature. A property y^t rollback would be 
mandated for di;;tricts in e: cess of these rates. 

Alternative 3: 

Tier 1 is a guaranteed minimum expenditure level. Tier 2 is a power 
equalizing proposal with the following schedule. 



Table 10 

Proposed Schedule of Base Tax Rates 
and Expenditure Levels per Weighted Pupil 



Expenditure Level 
Per Weighted Pupil 

$1,250.00 



$1,000.00 
$ 750.00 
$ 540.00 



Base Tax Rates 
(Per $100 AV) 

$2.50 



$2.00 
$1.50 
$1.08 



If a district selects a base tax rate of $1.50 per $100 AV, the State 
will provide an expenditure level of $750 per weighted pupil, regard- 
less of the revenues raised from the local property tax. A district's 
movement to the maximum power equalized level of $1,250 would be 
phased in over a four-year period. 

Under Tier 3, a district may elect to tax itself beyond the rate of 
$2.50, the maximum level for state equalization of expenditures. The 
amount of revenue generated by rates greater than $2.50 per $100 AV 
would depend entirely on the local tax base. 



Table 11 

Compcirison of Proposed Formulas 



Alternative 1 



Alternative 2 



Alternative 3 



Tier 1 
Tier 2 

Tier 3 

Additional Cost 
Ttrm of 

Implementation 
Save Harmless 



$400 Flat Grant 
Equalization to 
$1,000 per WADA* 
Local leev^^ay 
None 
1 Year 

No 



No Flat Grant 
Equalization to 

$1,260 per WADA' 
Local leeway 
$660 Million 
4 Years 

Yes 



No Fiat Grant 
Equalization to 

$1,250 per WADA* 
Local leeway 
$600 Million 
4 Years 

No 



Weighting for 
Compensatory 



Eligibles"x1.25 .375(«SSS^^ Title EligibI 



WADA is weighted student in average daily attendance. 

Eligibles as defined by the Task Force are those student whose 

family's jannual income is less than $3,000 or whose family is on 

public.welfare. 
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A Comparison of the Effects of 
Formula Alternatives on Selected Districts 

1971-72 
Current 



District 


Formula 


Alternative 1 


Alternative 2 


Alternative 3 


Salt Creek (E.-DuPage) 


$ 192,538 


$ 443,200 


$ 226,619* $ 428,521 


Westfield (E.-Clark) 


48,074 


72,400 


60,480 


66,978 


Wood Dale (E.-DuPage) 


576,443 


583,200 


745,110 


779,788 


Oak Park-R.F. (S.-Cook) 


468,390 


2,083,600 


1,122,478* 


1,547,179 


Oak Lawn (S.-Cook) 


678,175 


1,372,800 


1,122,706* 


1,310,537 


Peotone (U.-Will) 


331,427 


541,400 


368,183 


641,399 


Chicago (U.-Cook) 


191,X3,016 


226,011,600 


238,365,041 


349,045,403 


Champaign (U.-Champ.) 


3,796,558 


4,447,600 


4,324,367 


6,451,201 


Edwardsvllle (U.-Madison) 


2,011,754 


2,148,800 


2,263,538 


2,949,535 



* Alternative 1 shows only the flat grant ail :cavonof Tier 1. In Tier 2, 
each of the sample distJcts would raise n- iocal revenue for a tax 
levy of $0.57/$100 A.V. than the $100 per pupil it would allowed to 
retain. 

Alternative 2 requires a property tax rollback of .0282, .1997, and 
.2070 respectively in these districts. 
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finamcing experimentation 



During its deliberations, the Task Fore to support the idea 

that, 

'To get better schooling for our children, we must find out how 
to :^trengthen our educational systenp. This will require study 
and especially . . . experimentation."^ 

In the following chapters we will suggest several areas where 
experimentation might prove useful. There is a great need, however, to 
extend experimentatio.n beyond those specific boundaries. 

Large-scale experimentation in public education has seldom been 
attempted or resulted in much success. Contributing to this failure has 
been the public's unwillingness to finance experimentation, in part 
because results do not seem to justify the expense. Intervention in 
educational programs for experimental purposes appears to be merely a 
prelude to full-scale innovation and may thus be potentially threatening to 
the public, which is at least familiar, if not satisfied, with the present 
xhool system. 

Controlled, large-scale experimentation would give us far more 
information on how to improve education than do the frequent, arbitrary 
alterations in school programs which are now undertaken.* Since we 
have scarce resources to distribute, we need careful evaluation of new 
programs iii order to strengthen or revise them, rather than haphazard 
innovation.** 

As one of our members said early in our deliberations, "We as a State 
cannot back away from the need to engage in radical experimentation." 
Thus, we.pjoppse that the State devote a portion of its school.budget to 
controlled experimentation in areas such as: 

. New training and in-service programs for teachers. 
Use of out-of-school resources. 
School aid distribution 



* See dissent by William P. Cote, p. 173 

See comment by Robert J. R. Follett, p. 166 



A Proposed Experiment 

One alternative aid distribution system which the Task Force has 
discussed is a modified voucher system known as the Education and 
Training Investment Program (ETIP). We believe this program should be 
tested and evaluated over the next four years. 

The program establishes an Education and Training Investment Fund 
financed by family contributions and State general revenues. Annual 
fc^mily contributions would be based on the family's economic 
circumstances and the number of children in the family under the age of 
18. Tha State's contribution wculd be inversely related to family income 
or wealth. The two funding sources yield annually a specific student 
entitlement. In no case would a student's entitlements be less than the 
amount of his own family's annual contribution. 

Each student would have access to the educational resources in the 
fund at various stages of his development Thus, additional resources 
could be devoted to schooling prior to kindergarten, during the traditional 
elementary and secondary schooling process, or, after age 18, to pu-poses 
of higher education, vocational training, apprenticeship, or other forms of 
on-the-job training. If, instead of spending his entitlements, the student or 
his family choso to allow his entitlements to accumulate i.iterest in the 
government account, his funds might be sufficient to finance a higher 
education from the B.A. through the Ph.D. 

The opportunities afforded by the proposed plan are best illustrated 
by the following example: 

For purposes of the Education and Training Investment Fund, the 
maximum taxable income per child is $10,000. The State tax rate is set at 
3 percent. Thus, the maximum per child contribution by any family is 
$300. Simiiariy, the annual per-child entitlement equals $300. For 
purposes of the example, these.parameters exist for the first 18 years or 
the program. 

The Smith family's annual income is $6,000 and they have one child. 
With the 3 percent tax rate, the Smith family's annual contribution to the 
Investment Fund would be- $180. The State would contribute the $120 
balance to complete the §300 entitlement. At different stages in their 



child's growth, the Smiths might chooser from among the following or 
allow the entitlements to build up: 

Age 3-expend up to $300 per year for preschool training. 

Age 6-spend up to $300 per year .or after-school training; join v/ith 
other parents at the child's school to vote the use of 
entitlements for additions to the basic school program during 
grades 1 through 3, 

Age 9 and Age 13-either spend up to $300 per year for 
individualized instruction outside the classroom or join with 
other parents at the child's school to vote the use of 
entitlements for additions to the basic program for grades 4 
through 8 and 9 through 12. 

Age 16-the Smith child may e^ect to drop out of school, but he 
could spend his entitlements on approved programs that would 
enable him to acquire a high school diploma or its equivalent 

Age 18— if the Smiths or their child chose not to spend any of the 
annual entitlements for their child's common schooling, the 
accumulated entitlements, at 6 percent interest per annum 
would equal $9,300. The Smith child could draw on this 
amount for any approved education or job training nrogram. 

After Age 18-as long as a person maintains an unspent balance in his 
investment fund account, he could draw on the Fund to pay for 
education and training programs. An added feature might be 
that at some specified age, perhaps 25, the individual could 
obtain full use of his entire remaining entitlement. 

•If the Smiths were to move from the state, they could withdraw their 
child's accumulated entitlement from the Fund. Persons moving into the 
state could borrow againsrfuture entitlements. 

in this example, the Smiths can, at various times in their child's 
development, choose to spend or not spend for educational purposes 
beyond the basic program. Through age 18, the maximum amount which 
may be drawn from the Fund would be an amount equal to the annual 
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entitlement. At age 18 and later, a student could draw against the 
remaining balance of his account to finance a variety of education and 
training programs. 

Tier 2 of our proposed formula structure permits local districts to 
offer programs beyond the base level of Tier 1 and requires the State to 
participate in the additional cost up to a prescribed maximum. In the 
examples of Tier 2's possible design, one of two actions is required: If 
State spending does not increase, revenues are channelled from the 
wealthy school districts to help the poor districts; if local resources or 
costs are equalized. State spending must increase greatly. 

The ETIP may avoid the need to choose between assisting poor 
districts through use of revenue from the wealthy districts or sigr^^ticantly 
increasing State aid so that no district is penalized. Unlike most school aid 
formulas, ETIP is based on variations in family wealth rather than 
differences in district wealth. Unlike^a voucher system, ETIP can fit 
comfortably within the existing institutional setting. ETIP may lead to 
more responsive institutions, however, since it can be expected to: 

reduce the conflicts among our recommended funding criteria 
by making public funds available beyond the basic (Tier 1) 
program. 

provide funds on sn equalized basis. 

give each local community choices in its education programs, 
increase individual farnily options. 



ENDNOTES 

John P. Gilbert J S. Frederick Mosteller, 'The Urgent Need for 
Experimentation" in On Equality of Educatic ral Opportunity p. TTI. 



FINANCING THE EDUCATION OF THE DISADVANTAGED 



The evidence is overwhelming: on the whole, children who grow up 
in poor families do much more poorly in school than children who grow 
up in wealthier families. They are more likely to drop out of high school, 
to fail to go to college, to fail to become employed. They are more likely 
to drain society's resources than to add to them. Clearly, it is in the 
interest of the State of HIinois to move poor children out of the poverty 
cycle. 

One way — but by no means the only way — is to enable poor 
children to succeed in school. Efforts in this direction have been made by 
school districts for years. They began in earnest on a national level in 
1965, with passage of the Elementary and Secondary Education. Act. 
However, at this date, Illinois has made little fiscal effort to improve the 
education of disadvantaged children. 

As the first step in a serious effort to address this is*:ue, the Task 
Force posed four key questions. The answers to these questions provided 
the base from which we could make our recommendations. These 
questions were: 

Who are the students who are not performing well in school? 
Where are these students? 

What compensatory education programs seem to have worked? 
How can the State encourage such programs for those areas.that 
need them the most and how c^'^es the Illinois educational 
system relate to other factors in uie environment, especially 
employment opportunities? 

Who Are They? 

In the past, several attempts have been made to define "the 
disadvantaged student" The bases of these definitions fall into three 
b;oad categories: pupil achievement, socio-economic status, or economic 
level. 

1) Pupil Achievement: the disadvantaged student is one who scores 



below some standardized norm on general intelligence tests, 
criterion-referenced tests, standardized achievement t<jsts, or teacher 
grades and essay examinations. ^This definition avoids allusion to racial or 
social characteristics, which is desirable because these issues tend to 
produce distracting controversy. 

The arguments against the use of standardized tests as a measure of 
pupil achievement are discussed in the section on educational performance 
evaluation. 

2) SociO'Economic Status: the disadvantaged student is one whose 
home environment reflects low socio-economic status, as indicated by 
characteristics of family structure; occupational status of the father; 
presence of certain household items such as a dictionary, television, or 
automobile; and the education of the parents. 

The arguments in favor of this definition are the following: 

The Coleman Report and subsequent reanalyses of the Coleman 
'data have stressed connections between socio-economic status 
and achievement in school. 

We are investigating the effects of the environment on child an, 
and the data used are good indicators of envirionmental 
handicaps. 

Argui Its against this definition are following: 

The potential for misinterpretation and misunderstanding 
regarding the relationship betwee.. race and educational 
performance. 

The lack of complete and comprehensive data on important 
socio-economic factors for Illinois. 

3) Economic Level: the disadvantaged student is one whose family's 
annual income is below a specified level. 

The arguments in favor of this definition can be summarized as 
follows: 



The definition allows for discussion of important nonschool 
factors while avoiding any allusion to racial factors. 
The definition shares the assumptions made for the Federal 
Elementary and Secondary Education Act Title I Program. This 
allows for the use of available data on the presence of students 
eligible under Title I, by school districts. 
Other studies have reported a "chain of association" among the 
economic status of parents, educational tax base per pupil, 
expenditure per pupil, level of educational services, and 
educational achievement. In Maryland, for example, "in four of 
the five count'3s studied ... the best predictor of low 
achievement in a school is the percentage of children from low 
income families in the schooT'^emphasis added) 

Arguments against this definition are the following: 

Drta on income by attendance center are not available excepts 
f. 'le City of Chicago. 

A. '^le data fai! to take into account the family size in 
constv "tibns of economic disadvantage. 

Proposed Definition 

An economically disadvantaged student is one whose family's annual 
income is less than $3,000 or whose family is on public welfare. 

Basing policy decisions upon a socio-economic definition of 
educational disadvantage would be unwise. The data at present are too 
unreliable, open to too many objections. The same can be said for basing 
policy decisions upon current assessment techniques. 

Our position contrasts with thel)6sition taken by the Fleischmann 
Commission in Nevi/ York. Thai commission believes that educational 
.funding priorities in New York should be determined on the basis of the 
outcomes of education in the state as measured by performance 
evaluation treasures such as test scores, dropout rates, and graduation 
patterns.*' 



Limiting the definition to economic disadvantage does not disclaim 
the effect of, for example, neighborhood environment; nor does this 
approach deny the efficacy of pupil achievement measures. But for policy 
purposes, an economic approach to determining who is disadvantaged 
appears to be the most reliable. 

Where Are They? 

On the basis of an economic definition of "disadvantaged," 65 
percent of the total number of disadvantaged students are enrolled in 
seven large city school districts, out of the 1,140 school districts in 1971 
in Illinois. An additional 7 percent of the total number cf disadvantaged 
students are enrolled in 33 other school districts with enrollments larger 
than 2,500. This means that 72 percent of the total number of 
disadvantaged students in the state are enrolled in 40 school districts. The 
accompanying mapJIIustrates the location of- these 40 districts. 

What Works? 

In 1 97 1 , the U.S. Office of Education contracted with an 
independent research firm to review the results of over 400 compensatory 
programs. The main criteria of success were gains in pupil achievement as 
measured by varying standard tests of reading, mathematics, or other 
ability. Of these 400, only 17 were identified as successful. We studied 10 
of the 17 programs: four were for kindergarten and/or pre-kindergarten 
children, three were for first through sixth grade pupils, one for junior 
high, one for high school, and one for all grades, elementary through high 
school. Several were bilingual in nature, emphasizing English as the 
language to be mastered. All were administered in areas with population 
exceeding 50,000, although many were aimed at specific communities or 
neighborhoods, and all were designed for economically disadvantaged 
children.^ - 

Programs which work in one city or school may not necessarily work 
in another. These programs are considered successful in their areas; 
however the following common elements are not necessarily the causes of 
the success, but may only oe associated with the cause. 



40 School Districts Concentrating 72% of Illinois' 
Economically Disadvantaged Students 




Of the ten programs: 

1. All were designed to improve reading skills. The methods used to 
stimulate, encourage, or enhance ability varied, but greater ability to read 
was a goal of every program. 

2. Five were remedial, five were preventive. 

3. All provided individualized instruction for each child. 

4. All worked with class sizes, of fewer than 20 pupils or tried to 
work toward that level. 

5. Most included in-service teacher training. 

6. Most used teacher aides to some degree. 

7. Pew needed additional buildings for operation, although most 
held classes in special areas in a school building, 

8. All had % program^director who sppht at least three-fourths of his 
time oh the program. Many of the personnel were volunteers. 

9. Size and per-pupil cost of each .program varied too greatly for 
easy categorizing. The number of children served by eacii program ranged 
from 30 to 16,600, while the annual per-pupil cost ranged from $175 to 
$1,625.above-the.regular per-pupil expenditures. 

10. Although the programs varied greatly in terms of number of 
children served, there appear to be no economies of scale from large 
operations. The smallest program, serving 30 children, cost $620 per pupil 
per year and the largest program, serving 16,600 pupils, cost $920 per 
pupil per year. 

11. Almost all programs relied on nearby universities for evaluation. 
This may lead to the conclusion that these programs were successful 
merely because they had the expertise to provide better measures of 
success. 

The" evidence from a more recent and comprehensive' review of 
"compensatory" education entitled 77?^ Effectiveness of Compensatory 
Education: SumnzJiry and Review of the Evidence is also useful. The 
.Office of Education, at the request of the President, tried to decide 
"whether the net weight of the evidence allows us to conclude that 



compensatory education programs can be made to help reasonable 
numbers of disadvantaged children to learn more effectively." Four 
conclusions were reached: 

1. "No one piece of evidence is either sufficiently representative of 
national . . . programs or sufficiently definitive in its findings for 
policy-makers to make conclusions based upon it alone." 

2. "... the drift of the (favorable) evidence seems to be 
unmistakable that compensatory education often enhances tne 
achievement of poor children." 

3. 'The evidence indicating that . . . (compensatory education) has 
not worked is, we judge, sobering, but no overwhelming " 

4. 'The ..important difference between success and non-success 
appears to depend on whether ... funds have been channelled into 
traditional patterns of expenditure — salary increases, routine techniques 
— or whether they have been used to develop supp. ntary, focused 
compensatory programs. The reason there is so much ev.^o.ice of failure is 
that .resources have more often been used in the former rather than the 
latter manner." 

The evidence available from other states and the co. usions of the 
Office of Education provide a good background for understanding the 
situation in Illinois. Five people from representative areas of the state 
briefed us on what programs exist, how well they work, and why they 
work.^ One administrator, two principals, one teacher, and one district 
sjperintendent described the results of programs in their schools - some 
. public, some nonpublic. In general, they described programs that 
cop*^ined most of the .'actors found in the Office of Education Mot/e/ 
Pru^ .i» and presented evidence that many "successful" programs are 
being-operated and started-in IMinois. - 

Three approaches to funding programs for disadvantaged stuc }nts 
have been and are presently being used: ESEA Title I, ESEA Title III, and 
density add-ons to the State school aid formula. A fourth approach. State 
aid for compensatory programs, has been considered for several years but 



never implemented. 

The Elementary and Secondary Education Act of 1965 under Title I, 
Assistance for Educationally Deprived Children, provides financial 
assistance to districts of high poverty concentration in order to .meet the 
needs of all educationally deprived children. A school district establishes 
an entitlement for Title I funds on the basis of the number of low-income 
children residing in the district, but the programs financed by these grants 
are open to all students whose achievement levels fall below that 
"appropriate for children of their age," even if they are not poor. 

In 1971-72, the Title I funds available in Illinois totaled 
$63,243,090. These funds were targeted for programs for 371,738 eligible 
students, who represented 15.7 percent of the 2,370,000 school children 
enrolled in Illinois schools in 1972. 

The second program "is ESEA Title III. the major differences 
between Title ! and Title III funds are (1) Title III dollars are not 
earmarked specifically for students from low-income families, and (2) 
Title III funds are allocated within each state on the basis of program 
proposal merit, rather than entitlement. The objectives of Title III are to 
oncourage the development of imaginative solutions to educational 
problems, to utilize research funds more effectively, and to make use of 
supplementary centers and services. The major restriction in the use of 
these funds is a ban on the purchase of property or construction of 
facilities. In 1971-72, Illinois received approximately $2,520,000 in Title 
III funds. 

The third program is tbe density add-on factor. In recognition of an 
argument put forward by school districts in cities with highly 
concentrated populations that all school costs were higher there than in 
less concentrated areas, the Illinois General Assembly, in 1971, initiated 
the "density bonus" that is part of the Staf^ school aid formula. This 
add-on to the basic-amounts of-stateiunds allocated.to each district is not 
specifically earmarked for expenditure on students from poor families. 
The add-on factor for 1971-72 for Chicago schools will allocate 
approximately $50 million to the Board of Education. 

The fourth program is State Aid for Compensatory Education 
Programs. The State school code was amended in 1965 to provide State 



aid to school districts for compensatory education programs, but since 
Title I funds became available in that year, ' -^tate funds have ever been 
granted under its authority. In that prot,.am, the definition of the 
disadvantaged student, unlike the definition adopted by this Task Force, 
is a very broad socio-economic one. 

JDf these four programs, the density add-on is the most controversial 
and warrants a brief digression. The density add-on is justified on the basis 
of the argument that costs of education are higher in h^f^ivdensity urban 
areas. However, a slightly different argument for allocatio n rvlatively more 
State funds to central cities is based on assumptions thx^ \9 feel are not 
justifiable. Problems of education for the disadvanta;,>^d are often 
considered in conjunction with problems of urban education. One of these 
problems is popularly termed "municipal overburden," in which some 
communities, particularly central cities, are required to provide more 
costly noneducational services than do others. Consequently, these 
communities stand at a disadvantage because they force higher tax 
burdens on their residents.* 

A typical statistical argument used to support this thesis is that only 
32 percent of the expenditures of the largest central cities are devoted to 
education compared to 55 percent in their surrounding suburbs. 
According to this argument, central cities and other overburdened 
communities are unable to devote sufficient dollars to educational 
"needs" because of the demands placed on tax dollars-for other "needed" 
services. The policy implication is that greater p;r-capita or per-pupil 
financial assistance should be given by theState\3nd Federal governments 
to "overburdened" communities than to other comfiiLmities. 

We feel this conventional argument is oversimplified. Using it to 
justify special weighting for "overburdened" communitiss is conceptually 
ill-founded, even though it might lead to doing the right thing for the 
wrong reasons. 

In Illinois, for example, there is currently no evidence. to support the 
thesis that taxes paid by individuals in Chicago are generally greater than 
taxes paid by individuals elsewhere. The simple statement that a greater 
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proportion of local taxes is devoted to noneducational purposes in itself 
says nothing about comparative burdens. TSie research necessary to 
demonstrate that a person of given circumsta.ices in one community pays 
more or less in taxes than a person in comparable circumstances elsewhere 
has not been pen* "^ed. In fact, the term comparable circumstance^: itself 
defies definition. Comparisons of tax rates and assessment criteria yield 
results that. are incomplete and inf '^nclusive. This is particularly the case 
where rental property is involved and the private market determines the 
incidence of the burden. 

We are not questioning the validity of the legal decisions made by the 
courts regarding the problem of fiscal disparity. Rather, we are asking 
whether the alleged inequity takes into account a corhplete view of the 
problem. No inequity can be said to exist when people are mobile, when 
they are free to move from one community to another unencumbered by 
wealth or institutional constraints such as land and housing regulations. 
The real problem is that many people are not mobile, particularly the 
poor, merhbers of minorities, and the elderly. 

Equalizing the per-pupil yield of two districts becomes absurd when 
the assumption behind equalisation is that one middle income family 
living in a community with high tax rates and low quality services is 
disadvantaged relative to a similarly situated taxpayer living in a so-called 
advantaged community with low rates and a high level of services. The 
same question can be asked about endless^ other combinations of 
taxpayers. It is fundamentally unanswerable. 

The absurdity underlying the use of grants to achieve greater 
"equity" among communities through correcting for municipal 
overburden is highlighted when one recognizes that this means taking 
money from some poorer persons outside of the "overburdened" 
community to ease the burden on some wealthy persons within that 
community. 

"ReturniP'j to the main discussion of compensatory programs, several 



such programs exist in Illinois, but only some are successfuL What future 
action should be taken? Will more spending make a difference? 

We feel that additional State funds for disadvantaged students may 
be needed to improve the ability of children to acquire basic skills, not 
necessarily because more dollars will guarantee overall quality, but 
because the money, used as an incentive for abandoning those methods 
that fail, might help. 

It should be pointed out that we do not know whether more money 
will make a difference in the effectiveness of schooling. The Coleman 
Report, the recent work of Christopher Jencks, and the Rand Corporation 
report all emphasize this. 

At this point it is appropriate to note that perhaps the largest 
problem with our schools is that they are bureaucratic monopolies. There 
is little competition among schools and little responsiveness on the part of 
schools to pressures of competition. One of the great advances in public 
finance in recent decades has been the enactment of the Medicaid 
Program. Despite its problems of increased demand with little increased 
supply, the Medicaid Program has given the poor freedom of choice. They 
are no longer isolated in a second-class system of public hospitals but are 
able to secure health care in the same institutions as far wealthier 
individuals. Our school system needs that kind of a jolt. We need to break 
into the insulation provided this monopoly by introducing competition in 
order to make the system more responsive to the needs of all its users. 

How Can the State Enhance, The Development 
of the Disadvantaged Child? 

School Assistance 

There are four basic approaches to distributing aid to disadvantaged 
students: 

1. Strict Proposal System - School districts or individual schools 
that serve disadvantaged pupils propose ways to use State aid to help 
those pupils. A State body reviews all proposals and funds those that it 



finds most promising. It continues to fund those that show by their 
evaluations that they are meeting the pupil's needs. 

The advantages of a strict proposal system are that it ensures that 
funds are used for those programs that the State considers desirable and 
allows local schools and districts to initiate program ideas. Its 
disadvantages are that it requires bureaucracies to review the content of 
the proposed program and could conceivably generate as many as 900 
proposals, if districts could apply, or as many as 1,200 proposals, if 
schools with high concentrations of disadvantaged students could apply. 

Z Strict Entitlement System - A factor for disadvantaged children is 
built into the formula for State aid to education: each school district in 
the state receives a certain amount of extra State money for every 
disadvantaged pupil it serves. 

The advantages of such a system are that it requires uo bureaucratic 
review of proposals and allows local districts to decide how the money 
should be used. Its disadvantages are that it may dilute available funds by 
spreading them too thinly among the districts and may permit districts to 
spend the money for programs that are n designed for the disadvantaged 
student 

3. Combination Proposal and Entitlement System -Sciiool districts 
are required to submit proposals to receive bonus State money for schools 
where the percentage of disadvantaged pupils is above a certain level. 
Those districts qualifying receive State money according to a formula for 
every disadvantaged pupil in schools where the percentage of 
disadvantaged pupils is above the level specified. This is similar to ESEA 
Title I funding. 

4. Incentive Systems - Before receiving State funds, schools are 
required to determine the needs of disadvantaged children. Funds could 
be distributed initially on a proposal or an entitlement basis. After a 
pre-established time period, the schools are evaluated in terms of whether 

.they have made progress in meeting the pre-determined needs of their 
disadvantaged pupils. Those schools that have made progress are rewarded 
with a greater share of State aid for disadvantaged pupils. The rewards 
might go to the school's staff. 



The primary advantage of the system is that it provides financial 
incentives for teachers and administrators to improve the education of the 
disadvantaged pupiL Its disadvantages are the questionable use of 
standardized tests in measuring pupil achievement and the fact that 
wealthier districts might benefit disproportionately, since they could 
spend more local dollars per pupil for the disadvantaged than could poorer 
districts. 

Employment 

Employment and education are complementary goals. Expanding an 
individual's occupational choice is one of the primary objectives of 
education. At the same time, employment is a vehicle for education. 

There are over 66,000 Illinois high school students whose annual 
family income is low enough to meet the criterion for being economically 
disadvantaged. Employment could provide valuable experience and 
supplementary income for these students. 

Our analysis shows that employment opportunities in Illinois for 
disadvantaged youth between the ages of 16 and 21 are scarce. In Chicago, 
the rates of unemployment of both men and women in the 16 to 19 and 
16 to 21 year old age categories (students and nonstudents who are 
seeking full or part-time employment) often exceeds 27 percent. This is 
especially distressing in view of the fact that the unemployment rate for 
all age groups was close to 4.5 percent. In Chicago, the unemployment 
rates of men and women in these same age and student categories seeking 
part-time employment often exceed 30 percent, which means that over 
3,000 young, poor people are looking for part-time jobs but are unable to 
find them. We estimate that^the downstate rates of unemployment in 
these categories range from 20 to 25 percent. 

As a partial solution to the unemployment problem, we propose a 
pait-time job program for disadvantaged youth. The students in the 
projram would attend a secondary school part of the school day and work 
in a public agency for the remainder of the day. 

The program is predicated on the belief that nonschool factors may 
be as important to a child's development as formal schooling. 



Employment during school years can help encourage a student's sense cf 
independence and self-worth. Part-time employment for high scKjol 
students can provide valuable employment histories. If students from 
families receiving public assistance are provided jobs, the use of welfare 
funds as part of the wage paid the student is probably a more productive 
use of public funds for the State and the student than the payment of 
those funds as public assistance grants. 

This program, which resembles a program currently providing public 
service jobs for adults in Illinois, can be implemented in four stages: 

Locate students whose families are receiving Aid to Families 
with Dependent Children or General Assistance. 
Identify the jobs available in local apd State agencies, possibly 
including schools. 

Hire the students through the xhools, a community agency, or 
the State Employment Service. 

Pay the students a monthly wage from apool that includes the 
welfare funds and other State or Federal funds. 

Conclusions and Recommendations 

The four problems we posed at the beginning of this chapter cannot 
be solved by mere recognition of the following. However, solutions may 
be closer if future programs are designed with these conclusions in mind. 

Family income is the most reliable and accessible indication of 
being disadvantaged. 

Disadvantaged pupils are highly concentrated in a small number 
of school districts. 

"Con:pensatory" education has worked in many cases, but too 
few programs succeed. 

State and Federal aid do not provide sufficient incentives for 
abandoning programs that do not succeed. 
The various methods of distributing funds have almost equal 
merits and faults. 



High unemployment among 16 to 21 year old students 
handicap educational progress. 

We recommend that: 

1) The following definition be accepted: An economically 
disadvantaged student is one whose family's annual income is less than 
$3,000 or whose family is on public welfare. 

2) Of four possible funding methods — proposal, entitlement 
combined proposal and entitlement, and incentive systems - we prefer 
the proposal approach. An entitlement system similar to the ESEA Title I 
funding mechanism would simply create an add-on to the current Federal 
program. Since approximately $12 million will be available to Illinois in 
the fiscal year ending June, 1974, we recommend that: 

a) Eligible local education authorities, individually or in groups, 
should be encouraged to organize projects, not eligible for Title I 
ESEA funding, which will have the primary purpose of helping their 
pupils break out of the cycle of poverty in which they are locked by 
reason of their socio-economic condition. 

b) Public school funds for these projects should be administered 
by .the State Board of Education, which should be empowered to 
establish appropriate criteria for making the awards and for 
evaluating their results. 

c) Guidelines established for these programs should: 

1. Require proposed projects to demonstrate that there is a high 
concentration of economically disadvantaged children residing 
in the school attendance areas that will be part of the project. 

2. Guarantee funding for each school for a predetermined time' 
period, for example, 1 year, 2 years, or 3 years. 

3. Require that decisions concerning the way to use the funds 
. for a school's program be planned jointly by the administration, 

teachers, and parents from that school, with technical assistance 
and approval by the district board. The State board should 
provide technical assistance to school districts that request it. 



4. Establish an evaluation system to determine, after the initial 
operating period, whether the progrc^ms in each school 
improved the capabilities of the students; such a system should 
evaluate the progress of pupils ttirough measures of reading 
ability, numerical ability, and attendance and other measures 
based on the school's assessment of pupil needs. The evaluation 
should compare the performance of individual pupils at the end 
of each school year with the performance of those same pupils 
at the beginning of the year. 

5. If the evaluation by the State Board of Education indicates 
that the school or schools have not improved the capabilities of 
the students, require that projects and project proposals be 
restructured before they are re-funded. 

d) At least 1 percent of the State's expenditure on common 
schools should be devoted to these projects. At present, that 
guideline could lead to appropriations of approximately $12 million 
in Fiscal Year 1974. This State contribution should be in addition to 
a similar 1 percent effort on the part of the local districts. 

3} The State should not restrict its concerns for dk. ivantaged 
students to their formal education needs. It should suppo.it specific 
experimental programs that may focus on areas not directly related to 
schools. Among the needs which have been identified are: 

Employment. 
Psychological rervices. 

Educational services for economically disadvantaged children 
who are of pre-kindergarten age. 

4) Due to the excessively high rate of unemployment of 
economically disadvantaged youth in Illinois, and recognizing that schools 
provide only part of the important contributions to a child's development, 
an experinfiental program to provide part-time public service jobs with 
local and State agencies, including schools, for youth 16 to 20 years old 



should be established. The program should be for youths who are 
members of families receiving Aid to Families with Dependent Children or 
General Assistance, and should provide employment for those youth who 
remain in secondary schools, even if attendance is for only part of each 
school day. The program should be a year-round program. Consideration 
should also be given to establishment of a program of this type for 
students from families not receiving public assistance. 

5) Since data on disadvantaged students are currently available only 
on the basis of school districts, and since data by school attendance center 
are needed to more clearly identify those places in Illinois where 
disadvantaged students reside, a data system providing family income and 
other socio-economic data by individual attendance center should be 
developed. 

6) As part of the program for improving the ability of children to 
acquire basic skills, Illinois should continue to urge funding of ESEA 
Titles I and III. 

7) A formula which recognizes the additional operational cost for 
schools having disadvantaged pupils should be part of any general aid 
formula. These additional funds should be appropriated on an 
unrestricted-use basis. (Such a formula was specifically treatod in our 
Recommendations for the Three Tier Formula). 



ENDNOTES 

A report by the Rand Corporation, entitled How Effective is 
Schooling?, provides the background for developing this position. The 
report is a review of the state-of-the-art for measuring educational 
effectiveness, including an analysis of the relationship of educational 
resources to achievement. 



^ Taken from the report of the Maryland Commission of Financing, 
Governance, and Evaluation of Public Schools. 

^ Report of the New York Commission on the Quality, Cost and 
Financing of Elementary and Secondary Education, 1972, p. 1. 28. 

^ Descriptions of successful programs are presented in the Model 
Programs available from the U.S. Government Printing Office. 
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FINAIMCIIMG SCHOOL COIMSTRUCTIOIM 

This year, elementary and secondary school pupils in Illinois 
attended over 6,000 public schools. The facilities for these schools vary 
greatly in type, age and quality. Classrooms may eWher be fixed or 
demountable. Pupils, especially those in areas of recent population 
growth, may be found in modern, open surroundings or in closed, 
cramped quarters as in Chicago where one third of the school buildings 
are more than 60 years old. Although most facilities may be generally 
adequate, as many as 65 percent of the state's school buildings in some 
respect fail to meet life safety code standards. 

Expenditures on school facilities are a major demand on school 
district resources. From 1966 to 1970, an average of $173 rnillion was 
spent annually for land acquisition, new buildings and improvements. Of 
the totai $867 million spent during this five-year period, 71 percent was 
funded through local district bonds, with the balance financed out of 
current revenues. 

The expected demand over the next five years is equally staggering. 
Although precise estimates cannot be made, given the lack of good data, 
the Task Force projects local districts' demands for new schools to-be: 
$200 million to $250 million annually. 

We recognize that revised factors may dampen this future demand. 
First, many local districts in Illinois are interested in increasing their 
utilization of existing facilities through adoption of the twelve-month 
school year, an approach perhaps best exemplified by Valley View District 
No. 96. Second, school boards in a number of localities are considering 
the use of available, non-school structures which, with relatively little 
effort, may be made suitable for educational purposes. Third, an increased 
local awareness of the potential economies in such innovative construction 
techniques as systems building may limit future expenditures for schools. 
Finally, the projected decline in total pupil enrollments indicates that 
many districts will be faced only with the need to reallocate existing 
facilities. Similarly, in many district^^ future investment will be in 
temporary or demountable facilities which may themselves be reallocable 
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according to intradistrict changes in enrollment. 

Several pressures, however, will sustain at least a large share of the 
estimated demand. While total enrollments decline, the continued growth 
of most metropolitan areas as well as changes in the composition of 
enrollments (decreases in elementary grades but increases at the high 
school level) will create significant facilities needs in many local districts. 
Moreover, in localities where existing facilities require major repair or 
rehabilitation, school districts will view the approaching period of stable 
or declining enrollments as an opportunity to devote funds to the 
upgradii^g of the current stock of buildings. 

Th(i Task Force emphasizes that the state and local school districts 
must take every advantage of opportunities to limit this drain on the 
dollars available for education. Also necessary is considerable rethinking 
of the kinds of facilities which will best serve future education needs. But, 
at the same time, we recognize that a requirement for neworrehabilitated 
schools, whatever their shape, will continue to exist. Effective education is 
unlikely to occur in inadequate facilities. 

Early in our deliberations, the Task Force concluded that some form 
of State financial assistance for school construction would be desirable. As 
described in the discussion below, current state participation in schpol^ 
building is extremely limited. Practically all construction is financed by 
local school district property taxes. State aid for this purpose would lessen 
local district dependence on the property tax. We also determined that the 
same interdistrict disparities in local district resources which strongly 
influence the level of operating expenditures also affect a district's ability 
to finance capital projects. Thus, we decided that any state aid for school 
building should be provided in a manner designed to reduce the gross 
disparities in local resources. 

To develop a financing plan suitable for Illinois we began by 
examining the current methods used to finance school building in the 
state. We then turned our attention to alternative approaches which have 
been suggested or implemented in other states. Our recommendations 
outline a plan which would best meet the school construction needs in 
Illinois. 



Capita! Finance for Schools in Illinois 

School districts in Illinois normally issue bonds to finance new 
construction. Only the Chicago school district is permitted to use its 
building fund tax levy for new construction. The only other local 
governmental unit:^ :hat issue bonds for school facilities in Illinois are local 
public building commissions. 

In general, the board of any school district, after voter approval of a 
referendum, may issue general obligation bonds for building or improving 
school buildings or for purchasing or improving sites. General obligation 
bonds are backed by the full faith and credit of the taxing body issuing 
the bonds. 

Although Illinois ranks eighth in the nation in terms of total bond 
sales for school construction in the past ten years, the number of new 
school district bond issues has been decreasing in the last few years, from 
134 in 1966 to 93 in 1971, while the average size of these issues has been 
increasing. This Illinois situation of increasing dollar amounts of bond 
issues and decreasing number of new bond issues is comparable to the 
national trend of school bond sales. Rising interest rates and voter 
resistence to increased taxes have kept many district out of the bond 
market. 

In 1955, the Illinois General Assembly provided for the creation of 
public building commissions. The purpose of this legislation was to make 
possible the construction, acquisition, and enlargement of buildings for 
local government use. 

The public building commission is empowered to borrow money by 
issuing revenue bonds in such amounts as its board may determine, based 
on the cost of the building plus interest charges. Such debt does not fall 
within the constitutional debt limit of the local government. The 
commission constructs buildings with the bond proceeds and then leases 
them to counties, county seats, or municipalities. The local government 
must levy a direct annual tax sufficient to pay anfiual rent as it comes due. 

On the average, a public building commission bond issue pays Vi of 
1 percent more in net interest costs than a long-term local Illinois general 
obligation issue. By debt financing for school facilities through a public 



building commission, local officials avoid the !ega! restrictions commonly 
associated with debt financing, including the requirement for a voter 
referendum and constraint of the debt limit. Not only is this form of 
financing more expensive than the conventional form, !t removes the 
financial responsibility for school construction from the citizens of the 
community. 

iliinois School Bonds 

Local school districts, both in Illinois and nationally, are not using 
debt financing for school construction to' the extent that they have in the 
past. Assuming that the demand for school construction and/or 
rehabilitation did not decrease, the Task Force reviewed the following 
possible reasons for the decline in debt financing: difficulties in marketing 
bonds at reasonable mterest rates and the obstacles created by referenda 
requirements, limits on debt, or limits on interest rates. 

In Illinois, most school district bond issues are less than $1 .million. 
Despite their small size, Illinois school bond issues compete reasonably 
well in the bond maiket because of their high ratings. In 1971, 85 percent 
of the total dollar volume of new school bond issues in Illinois were rated 
either Aa or A. 

lilinois school districts fared well in the market relative to other 
Illinois local issuers when compared with the monthl\ low of the Bond 
Buyer 11-bond index for 1970 and 1971. General oL igation bonds of 
Illinois schDo! districts and other local governments vi^ith 9 to 16-year 
average maturities can be compared against the monthly low of this index. 
For both 1970 and 1971, Illinois school disl. ^t issuers paid, on tha 
average, 14 basis points less than other local government issuers. 

It is also revealing to compare the monthly average net interest cost 
of all new school bond issues in the United States wi^.h the monthly 
average net interest cost paid by Illinois school districts. As^can be seen in 
Illustration 6, for the period of January, 1966-June, 1971, Illinois school 
districts paid, on the average, 23 basis points less than fhe national 
average?. During 1970 and the first six months of 1971, the average 
difference was 52 basis points, almost twice the average for the five and 
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one-half years. Low interest costs paid by Illinois school districts are 
probably due to the strong local bond dealer network. Chicago banks 
generally bid on issues from the northern half of the stute, while St. Louis 
banks bid on issues of communities in southern Illinois. 

Illinois school district bond issues generally can / higher ratings than 
other local government issues. Considering that school districts are able to 
market their bonds at interest costs lower than both other Illinois local 
issuers and the average school district in the United States, the Task Force 
concluded that monetary problems are not the major cause of declining 
school construction activity in Illinois. 

Voter referenda are required in Illinois before a school district can 
levy a tax to pay for the retirement of school construction bonds. These 
referenda have become increasingly difficult to pass and are a major 
obstacle to local school debt financing. In 1971, United States voters 
defeated 35 percent of proposed bond issues. The issues defeatedlS/ere the 
larger issues proposed, since the 35 percent rejected represented 65 
percent of the total dollar amount proposed. The attitudes of voters 
changed significantly from 1970 to 1971. In 1970 voters defeated only 37 
percent of the total dollar amounts proposed. In 1971, 44 percent of 
proposed school bon^* issues were defeated. Illustration 7 shows the trend 
of approved school bond referenda from 1967 through 1971. 

To avoid the debt restrictions of the 1870 Illinois State Constitution, 
the Illinois School Building Commission was created to enable school 
districts that had reached their debt limit to borrow for needed school 
construction. The Commission lent interest-^ree money from current State 
operations to school districts for approved construction projects. The 
major drawbacks to this approach were that: 

Construction was being financed from a school district's current 
revenues, increasing the cost to taxpayers. 
Most Commission loans went to rapidly growing communities in 
which increases in pupil enrollments temporarily outpaced 
additions to assessed valuations. As a growing district's property 
values rose, many of these same districts which were receiving 
Commission loans regained the ability to debt finance new 
facilities. 



Nevertheless, the Task Force recognized that school construction financed 
and managed by the School Building Commission cost as much as 25 
percent less than facilities built by local districts. In 1972, the School 
Building Commission was made a part of the Illinois Capital Development 
Board. 

The Task Force decided that limits on debt and voter resistance to 
new bond issues were far more formidable obstacles to local district 
school construction than were problems in marketing bonds. With these 
facts in mind, we studied six possible mechanisms for State aid. We feel 
that three of these are appropriate for Illinois. The three that are least 
appropriate are the following: 

Schoolhouse Leasing Arrangements-The State Legislature creates a 
building authority which is a public corporation to acquire sites, construct 
school buildings, issue bonds, and receive appropriations to obtain capital. 
Prior to construction, the school building plans must be approved by the 
corporation. The authority leases the completed building to the school 
district; rents are used to pay the principal and interest on the bonds of 
the authority. The bonds are tax-exempt, but debts of the authority are 
not debts of the State. This type of financing can be done through a 
vehicle other than a specifically created State agency and is handled that 
way in several states. 

Special Funding Measures-Special Funds from varying sources are 
devoted solely or partially to school construction. In Rhode Island, the 
sources are duties paid by auctioneers and State funds forfeited by towns. 
In Nevada, the county school district fund is maintained through taxes 
and grants. The motor vehicle tax fund in Florida is used to pay bond 
indebtedness. 

State Loan Program-The State lends money to school districts for school 
construction or payment of principal and interest on school bonds. 
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Generally, the loan is made directly by the State or from a special ^und 
established by the State for this purpose alone. The sources of the funds 
are usually composed of properties of the State granted to the fund by the 
Legislature. 

These programs were deemed unsuitable for Illinois either because 
they would provide inadequate resources, involve costly financing 
measures, or avoid the issue of voter resistance to bond referenda. 

Three proposed approaches which were considered more appropriate 
for Illinois are: 

State Bond Bank-The bond bank buys small individual issues of several 
local governments, including school districts, and then sells one issue 
sufficient to pay for these small issues and sets aside a certain sum as a 
debt reserve. The bond bank solves the problems which local governments 
incur in marketing their bonds through packaging small issues and 
.providing supplemental security. By pooling a number of small issues, 
"focal governments have access to the national market at a much lower rate 
of interest. The small governmental units that market bond issues of less 
than $1,000,000 would be the primary beneficiaries of the establishment 
of a bond bank. Since the bond bank would require the Governor to 
request that the General Assembly "appropriate annually such sums as 
may be necessary to meet deficiencies in the required debt reserve and 
other reserve accounts," it would provide a degree of diversification 
backing for the bonds that a single small community cannot provide. Its 
bonds would have good ratings. 

Substantial savings in administrative costs would be realized. The 
cost of marketing an issue does not decrease with reductions in the size of 
the issue. In Illinois, one municipality paid approximately 8/10 of 1 
percent of the total value of an issue of $1,000,000 for administrative^ 
costs, whereas the State paid less than 1/10 of 1 percent for administrative 
costs on its transportation bond issue of $150,000,000. 

The primary advantage of a State bond bank is that it would reduce 
interest costs for local governments. Its disadvantages are that it does not 
affect the legal restrictions such as debt limits, voter referenda, and 
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maximum interest rates and can have a potentially adverse effect on a 
State's credit rating. No particular advantage is given to the school 
districts, with the greatest need, and it does not provide for control over 
the type and cost of construction. Thus, it might encourage unnecessary 
capital expenditures. 

Since most Illinois local governments are well-rated and are 
marketing their bonds at very low rates of interest, an Illinois bond bank 
would most likely appeal to the low-rated and nonrated issuers in Illinois. 
Such issuers might not represent the majority of local issuers, as has been 
the case in Vermont. If an Illinois bond bank issue represented primarily 
the low-rated and nonrated Illinois issuers, Ihe interest cost might not be 
as loyy as expected, despite the "moral obligation" backing of the State. 

Total State Financing-The State assumes the full costs of public school 
construction and school capital improvements. Hawaii pays for all 
educational costs, including construction. In 1971, Maryland set up a 
Board of Public Works to establish standards and regulations. All projects 
approved by the Board are funded by the State, up to 100 percent, 
exclusive of the cost of acquiring land. In matters of school capital 
construction, the Board prevails and preempts the authority of all other 
units (State Board of Education, State Superintendent of Schools, county 
governments, Baltimore city governments, local boards of education, and 
all other state or local governmental agencies). 

In formulating the rules and regulations, however, the Board of 
Public Works must consult with representatives of the Boards of 
Education of the local districts. The goal is to provide for maximum 
exercise of local initiative but still ensure proper operation of the statute 
' apd prudont expenditure of State funds. The statute thus provides local 
voice, but State control. 

Total State financing relieves the school district of the burden of 
building schools, removes the importance of the debt limits and voter 
referenda, making unnecessary all the expensive and complicated vehicles 
used to get around these restrictions, and makes the actual cost of 
education more highly visible because costs are less fragmented and 



hidden. Total State financing would probably encourage Unification of the 
school districts and provide supervision and control of construction. 

However, total State financing does have certain drawbacks. School 
districts may feel the amounts they are receiving are inadequate and fear a 
loss of control. Red tape might delay construction. The debt limit of the 
State might also prohibit adequate construction. 

Partial State Grants-Appropriations are made by the state for grants to 
local districts for purposes of defraying the costs of new school 
construction. Because local districts participate in the financing of 
projects, board and taxpayer approval are required. Partial state grant 
systems benefit local school districts by reducing their expenses for school 
construction. Although state aid is limited, the program enables the state 
to provide financial incentives to local districts for the achievement of 
state goals. 

The Task Force believes that a system of partial state grants for 
school construction would be most appropriate for. Illinois. Under the 
1970 Illinois Constitution the General Assembly may authorize issuance 
of state general obligation bonds. This method of financing capital 
projects spreads project costs over the life of the project and requires that 
future as well as present beneficiaries of a project share in its cost. The 
State of Illinois is now utilizing its general obligation bonding authority to 
finance transportation, pollution control, higher education, conservation, 
mental health and corrections projects. We believe that the construction 
of schools should be put high on the list of state priorities for use of 
general obligation bond resources. 

A system of partial grants offers the state the opportunity to do so. 
Such a program should be designed to assist most those local districts with 
the least local resources. Finally, we believe a joint state-local program for 
financing and managing school construction would permit districts to 
achieve the same economies which the Illinois School Building 
Commission has experienced with its projects. 



Conclusions and Recommendations* 

The State of Illinois should assist school districts in providing their 
students with school buildings. Estimates of Illinois school construction 
demand baseo data of school building bonds issued in the last few 
years, knowledge of substantial bond referenda defeats, Chicago 
rehabilitation bond issues, and figures on recent expenditures for site 
acquistion, new building, and improvement, indicate that approximately 
$125 million to $150 million in bonds will be issued by downstate 
districts for school building purposes in the next few years. In Chicago, 
$250 million is currently authorized for rehabilitation and the City plans 
to issue bonds at a rate of $50 million a year. 

Those school districts which had over $100 million of bond 
referenda defeated in the 1970-71 school year would probably be among 
the first to apply for State assistance. Since recent expenditures for site 
acquisition, new building, and improvements, excluding replacement of 
equipment, have not exceeded $200 million to $250 million a year, the 
downstate demand plus Chicago rehabilitation spending will probably not 
greatly exceed recent spending. The $75 million authorized for this 
program for new construction in the first year will cover about one-third 
of estimated school construction costs in the state. 

We believe that State assistance should be extended not only for new 
construction, but also for debt service on bonds sold during the recent 
high-interest rate years. We recommend that: 

The State of Illinois provide financial assistance to school 
districts for new construction, major reconstruction, and debt 
service (principal and interest) associated with past debt 
incurred within a reasonable period of time. 
State assistance should be based on ability-to-pay criteria to avoid 
the consequences of a flat fixed-percentage grant which w)vors the 
wealthier districts in other state partial grant programs. We recommend 
that: 

State financial assistance be provided in the form of a grant for 
new construction, major rehabilitation, and past debt service. 



* See dissent by Norman J. Beatty, p. 174 



The percentage rates of State grants should vary and the 
amount of the grant should be determined by the State's 
assessment of each school district's ability to pay. 
Ability-to-pay criteria should be specified in the law and State 
assistance should be directly related to these criteria and 
specified as such in the law. Ability-to-pay criteria should be 
refined as rapidly as possible to include more than one index 
and should take into account both growing communities and 
communities of insufficient wealth. Currently, the only 
available criterion is assessed valuation per pupil. We strongly 
urge immediate study of other possible indices for inclusion in 
the ability-to-pay criteria. Possible indices might include a 
weighted income per capita figure or a measure of local tax 
effort such as local tax dollars per pupil in a school district. 
Cost and construction standards are important for effective and 
efficient use of State funds. We recommend that: 

The Capital Development Board assume the responsibility for 
the final approval of school construction projects for which 
State financial assistance is desired. School districts should 
present educational specifications in terms of the educational 
program for their community to be reviewed by OSPI and the 
Capital Development Board. The Board should provide 
consultative services to school districts in all designing stages of 
the project. Cost and design limitations used by the Capital 
Development Board should realistically reflect area differentials 
in building costs. 

Sufficient State resources should be devoted to school construction 
to me«t a substantial part of the need. We recommend that: 

Approximately $100 million annually of the State's new 
bonded indebtedness be allocated to this program. In the first 
year, it is estimated that $25 million will be used to pay debt 
service payments for debt incurred since January 1, 1969. Thus, 
$75 million remains for new construction and major 
reconstruction. In light of this limitation, the State should 



establish.a priority for the release of State monies, which should 
be based on the State's determination of need. In order to 
evaluate local school district need, OSPI, in conjunction with 
the Capital Development Board, should develop guidelines that 
will provide the Board with the criteria needed for approving 
projects. The guidelines should encourage an efficient allocation 
of school resources and future school district reorganization. If 
a first-come, first-served criterion is used, it should be based on 
the date of passage of the local referendum. 
Any system of partial stale assistance for local school construction 

should include a voter referendum requirement to allow local control 

combined with State financing. We recommend that: 

!n those cases where the local share of the costs of new 
construction are such as to require that the school district issue 
bonds, the project must be presented to the local citizens for 
approval by referendum where required. 



FINANCING SPECIAL EDUCATION 



Special Education in Illinois 

Until 1969, Illinois was permissive in providing special education 
programs. The School Code had been revised to require that each local 
district "devise and recommend a comprehensive plan for the education of 
handicapped children resident therein prior to July 1, 1969." Categories 
of handicapped to be served as defined in the statutes include: 

Physically Handicapped Trainable Mentally Handicapped 

Maladjusted Speech Defective 

Learning Disabled Multiply Handicapped 

Educable Mentally Handicapped 

In practice, OSPI definitions specified in the Rules and Regulations govern 
classification of handicapped children. 

Estimated Populations 

In the light of the infrequent occurrence of some types of 
handicaps, individual school districts can hardly be expected to provide a 
complete range of services for handicapped children. Thus, school districts 
are empowered to form special education cooperative agreements to pool 
resources for education of the handicapped. In 1970-71, the 62 "joint 
agreements" in operation covered most school districts in Illinois. 

Estimates on the frequency of occurrence of handicaps vary 
widely. Some of the incidence rates compiled by Rossmiller, Hale, arrd 
Frohreich for their 1970 study under the National Education Finance 
Project*are shown in Table 13, together with the estimates used by the 
Task Force. 



Table 13 

Estimates of the Prevalence of Various Types of Handicaps 



Estimated Prevalence (%) 



Category 






111*^ 


cducable Mentally Handicapped 


1.3 


4.0 


2.0 


Trainable Mentally Handicapped 


.24 


.3 


.25 


Auditorily Handicapped 


.10 


2.0 


.1 


Visually Handicapped 


.05 


.25 


.1 


Speech Handicapped 


3.6 


7.8 


5.0 


Physically Handicapped 


.21 


1.0 


.2 


Learning Disabled 


1.12 


2.0 


1.0 


Behaviorally Handicapped 


2.00 


2.2 


2.0 


Multiply Handicapped 


.07 


NE 


.05 


Home/Hospital Care 






.25 


TOTAL 


8.69 


19.55 


10.95 



N.E. — No estimate 

a. Estimates used by Rossmiller etal for the NEFP study. 

b. Liberal estimates compiled by Rossmiller eta/ from U.S. Office of 
Education data. 

0. Estimates used by the Task Force. These do not include students 
served only by school social workers or psychologists who are not 
in special educational programs. 
Source: Estimates from Columns I and II from Richard A. Rossmiller, 
"Resource Configurations and Costs in Educational Programs 
for Exceptional Children" in National Educational Finance 
Project vol. 3, p. 61. 

Column III: Adapted from OSPI Special Education - 
Guidelines for County Advisory Committees, 1965, p. 7. 



Actual and potential enrollments in special education programs for 
1970-71 ar? compared in Table 14 and shown in Illustration 8. It should 
be noted that the small numbers of unserved eligible children with some 
handicaps may, in fact, represent a more serious neglect than the large 
numbers of unserved eligibles with other, less severe, handicaps. 



Poitniurtod Actual Enrollmfitt taSp«Ciil Edui«ifcn lnininoitbyPt09rim.ig7i 

IMlMtt*li«A • 



Enfottmtnt 
rn l.OOCi 



120 
IIS 



I 



I 



nnn_ 



□ 



Numbtr S«rv«d In 
SptciAl Educ«t>on 
Pfoy«mt. 1971 
Cttimattd Numb*! 
Unidentified. 1971 



I 



n 



□D 



EMH TMHi AH SI PH LD SM. MH H/H 

ED 

Typ« of Progrim 



Table 14 

ActuaS and Potential Enrollment in Special 
Education Programs, 197071 

Percent of 





Number 


Potential Special 


Potential 




Served 


Education Population'^ 


Served, 


Category of Handicap 


1970-71^ 


1970-71 


1970-71 


Educable Mentally Handicapped 


31,197 


47,056 


66.3% 


Trainable Mentally Handicapped 


5,188 


5,882 


88.2 


Auditorily Handicapped 


2,205 


2,353 


93.7 


Visually Handicapped 


1,344 


2,353 


57.1 


Speech Handicapped 


105,743 


117,639 


89.9 


Physically Handicapped 


4,438 


4,706 


94.3 


Learning Disabled 


1 0,392 


23,523 


44.2 


Behaviorally Handicapped* 


1 8,845 


47,056 


40.0 


Multiply Handicapped 


1.005 


1,178 


85.5 


Home/Hospitcil Care 


6,162 


5.882 


104.7 


Total 


186,519 


257,631 


72.4 



a. "Behaviorally handicapped" includes both socially maladjusted and 
emotionally disturbed. 

b. This includes estimates of 1,566 home/hospital and 817 multiply 
handicapped children in Chicago, based on State aid to Chicago for 
these categories. 

c. Based on a school population of 2,352,786 and incidence rates in 
Column III of Table I. 

Source: OSPI "Special Education Financial and Statistical Report/' 
1971. 

Rapid progress has been made in recent years in the identification 
and diagnosis of handicapped children in Illinois. The closing gap between 
numbers of pupils served and those eligible is shown in Table 15 and 
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Illustration 9. Although schools now provide services for over 70% of 
handicapped students aged 5 to 19, the School Code was extended in 
1972 to include preschool handicapped children, thus making an 
additional 40,000 exceptional children eligible for special education 
services. 



Table 15 

Enrollment in Special Education Programs, 1956-1971 

Physically ^ Mentally Behaviorally Speech Total 
Handicapped Handicapped^ Handicapped*^ Handicapped Eligible 



School 
Year 

1956 
1961 
1966 
1967 
1968 
1969 
1970 
1971 



6,422 
7,205 
7,236 
7,013 
7,651 
8,175 
8,163 
8,591 



8,884 
10,551 
18,574 
21,477 
24,619 
27,51 1 
33,430 
36,385 



4,391 

6,724 
10,505 
12,482 
18,802 

27,813 (5,463) 
27,966 (8,315) 
29,237 (10,392) 



46,667 
59,698 
80,078 
11,441 
84,940 
88,078 
95,289 
105,743 



159,090 
194,200 
223,380 
230,890 
236,960 
243,180 
248,560 
251,750 



a. Includes pupils classified as physically, auditorily, visually, or 
multiply handicapped. This does not include home/hospital care. 
Since the number of multiply handicapped pupils served in Chicago 

■ is treated differently in this table than in Table 14, totals for the 
"physically handicapped" do not correspond exactly. 

b. Includes educable and trainable mentally handicapped. 

c. Includes socially maladjusted, emotionally disturbed, and learning 
disabled. For years in which separate learning-disabled enrollments 
are available, they are noted in parentheses. 

Source: OSPI "Fourteen Year Summary of Special Education Programs 
(1956-1969)" and OSPI "Special Education Financial and 
Statistical Report" for Fiscal Years 1 970 and 1 971 . 
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State Aid to Special Education 

Illinois has long been committed to supplying aid to cover a portion 
of the cost of special education programs and, with an increasingly large 
number of exceptional children being served, the financial commitment of 
tKe State is necessarily large. Handicapped children, like all students, are 
counted in ADA for computation of State aid through the general school 
aid formula, except that special education pupils are included in their 
home district ADA, no matter where they actually attend classes (whether 
at a public or, in special cases, private school). All categorical State aid for 
special education goes to the district actually providing special education 
services with the remaining costs of such programs paid by tuition 
transfers from the home district. 

Until the mid-1950s, the State reimbursed districts for the "excess 
cost" of special education — the difference between a district's 
expenditure per regular child and per exceptional child — up to certain 
maximum amounts. Since 1958, the State has reimbursed districts in 
specified dollar amounts for each approved, full-time worker in special 
education and has paid 50 percent of expenditures up to specified dollar 
limits for home tutoring and noncertified personnel. The reimbursement 
schedule in effect for the 1971-72 school year includes an increase of 
$1,000 for most professional categories and $500 for noncertified 
employees and provides: 

$5,000 per professional (including teachers, 

directors, psychologists, and social workers). 
$1 ,000 per pupil receiving home or hospital 

instruction, one-half the teacher's salary, 

or $5,000, whichever is less. 
$400 per visually handicapped child or one-half 

the teacher's salary, whichever is less. 
$2,000 per noncertified worker in special 

education or one-half the salary, whichever 

is less. 



In addition to reimbursement for employees in special education 
programs, State categorical aid funds: 

80 percent of the cost of transportation for 

special education pupils. 
$1,000 per professional worker, for construction 

of special education housing facilities, 

provided that OSPI has approved the plan and 

that the district'sbuilding fund is not 

sufficient to pay for construction, even after 

a special tax levy. 

Up to $1,400 per severely handicapped child who 
cannot be served in a regular special education 
program. A district may either provide 
appropriate educational services or pay 
tuition up to $2,000 per year for private 
education for such children; the State covers 
all except the first $600 of such expenditures. 

Although State aid distributed through the general school aid 
formula is paid in installments during the school year, categorical aid for 
special education is not paid until the fall following the school year for 
which the reimbursement is claimed. 

Due to the joint agreement structure of special education programs, 
data on handicapped children are not available by their home district but 
only on the basis of where classes are conducted. Since per pupil aid 
distributed through the general school formula varies from district to 
district, total State aid to special education (including both general school 
aid and categorical aid) cannot be calculated. However, a comparison can 
be made between the "excess cost" of special education programs over 
standard programs and the categorical State aid designed to defray the 
extra expense of educating an exceptional student over a "normal" 
student. Cost of special education programs have been estimated both by 
the NEFP study and by F.W. Sorensen^ who studied selected districts in 



Illinois. Both of these studies developed cost ratios of special education 
programs to standard offerings. Table 16 shows amounts disbursed as 
categorical special education aid in recent years and estimated "excess 
costs" of programs; lliustration 10 shows the relationship between aid and 
costs. 

Table 16 

Estimated Excess Cost and State Aid for 
Special Education Programs, 1957-1971 

Average Estimated . 

Year Expenditure per Pupil^ Excess Cost State Aid 

(OOO's) * 



(OOO's) 



1957 $371 $10,450 $ 2,599 

I960 455 11,950 6,398 

1963 513 15,280 7,933 

1966 610 25,160 13,480 

1967 672 26,200 25,230 

1968 738 34,260 20,616 

1969 743 42,430 25,645 

1970 853 55,650 29,768 

1971 978 70,170 35,473 

1972 1,128 88,414 50,274 

a. Includes all students in Illinois. 

b. Sum of the "excess cost" portion of Sorensen ratios for each 
handicap x average expenditure per ADA x ADA for each category 
of handicap. This does not include home/hospital services. The 
excess cost portion of the ratio for speech-impaired students is 
assumed to be .2. 



Source: Biennial Statistical Reports and "Social Education Financial 
and Statistical Report" Superintendent of Public Instruction. 



Goals of Special Education 

The purpose of special education programs is to provide appropriate 
educational services for handicapped children to enable them to develop 
to their maximum capabilities. If the state is to have effective special 
education services, four facets of special education programs must be 
equally and strongly emphasized: 

Identification and diagnosis 
Early discovery of handicapped children 

Accurate assessment of the child's 

disabilities 

Programs and services 

individualized curricula and teaching 

methods 

Integration of handicapped children into 
regular programs with appropriate 
supplementary services (e.g., resource 
rooms, itinerant teachers) 
Evaluation 
Local follow-up on individual students 
State evaluation of local programs 
Equity 

Availability of appropriate educational^ 
services for all handicapped children 
in Illinois. 

Although the State disburses large sums annually through categorical 
aid to special education, it is not clear that a per-employee flat grant is the 
best distribution system available, in terms of either equity or impact on 
the structure of special education programs. State aid to special education 
might better be distributed through a voucher system, through funding of 
a percentage of program costs, or by inci easing ADA in the general school 
aid formula by a proportion of the number of exceptional children served. 



Alternative Aid Distribution Systems 

A voucher system is currently in effect for severely handicapped 
children for whom the local district and the State pay tuition at private 
schools. However, extending such a system to all handicapped children 
seems ill-advised. State review of all applicants for vouchers would 
multiply administrative difficulties, costs of providing programs per pupil 
would probably increase to maximum voucher amounts, and, most 
importantly, local districts would still have to provide some diagnostic 
services (and therefore be partially reimbursed by the State). The 
numerous difficulties and anticipated costs of such a program indicate 
that funding special education through local districts remains the 
preferred course. 

Funding on the basis of a percentage of the cost of special education 
programs might be a reasonable alternative if all school aid were 
distributed in this manner. Since that is not the case, however, 
administrative difficulties on the State and local levels probably preclude 
using such a formula. In addition, it is likely that the State would attempt 
to control expenditures in a percentage funding system by setting an 
upper limit on costs which could be compensated. This would in effect 
become a foundation formula. 

Evaluation of "Per-Employee" and "Weighted ADA" 
Distribution Systems 

Special education aid could be accommodated either through a 
modification of the present system of a flat grant per employee or by 
weighting special education ADA in the general school aid formula: 
Evaluation of either system should consider the impact of funding on the 
program goals mentioned earlier. Administrative efficiency must also be 
considered. 

Identification and Diagnosis 

A comprehensive diagnostic system requires the efforts of teachers 
(if a child is already in school), psychologists, social workers, and medical 
personnel, as well as the cooperation of parents. The present funding 



system, by reimbursing on a per-professional basis, ^,ncourages the 
employment of appropriate diagnostic personnel, provided the district can 
afford to spend approximately $7,000 per professional in order to receive 
the State subsidy of $5,000 (assuming an average professional salary of 
$12,000). The expense of providing special education services may well 
encourage poorer districts not to identify handicapped students so that 
they would not have to serve them. 

A weighted ADA system would increase State aid to a district with 
each additional pupil served, thus providing a financial incentive to 
identify handicapped students. Weights would need to be formulated to 
eliminate or minimize overrating or overidentifying students so as to 
qualify for large amounts of State aid. 

Program and Services 

The present funding system was designed to encourage the 
employment of sufficient numbers of teachers and the provision of 
adequate classrooms. 

A major need not covered by the State funding mechanism is the 
provision of appropriate equipment and materials for handicapped 
children. Equipment needs might include, for example, handrails or 
special desks for physically handicapped children or specially designed 
texts for perceptually handicapped children. Funding per professional 
tends to earmark State aid for salaries, thus discouraging additional 
spending, entirely from local .funds, for equipment and materials. At 
present, small amounts of Federal and State funds provide basic supplies 
for the visually handicapped through the OSPI Instructional Materials 
Center. This center also serves as a distributor of materials for research 
and evaluation of other handicaps, but on such a severely limited basis as 
to have little impact on the total need throughout the State. In 1972, the 
Illinois Legislature passed an appropriation of $20,000 to aid joint 
agreement programs to purchase or rent specialized equipment for special 
education. However, such stop gap measures merely obscure the need for 
a comprehensive plan of State aid. 

Increasingly, educators believe that exceptional students should be 



integrated into standard programs, insofar as possible, and provided with 
suppfementary professional assistance and/or specialized equipment as 
needed. By funding professionals but not equipment, the State implicitly 
discourages such programs. In addition, funding special education 
transportation for pupils but not for teachers encourages districts to move 
> handicapped pupils out of their regular schools, where they might be 
served part-time by "itinerant" teachers, and into schools and classes with 
other handicapped pupils. This centralization of special education 
students is further encouraged by State aid to special education 
construction, which not only fails to take need into account in 
distributing aid but allows districts to create additional classroom space 
for nonhandicapped pupils by building State-subsidized special education 
classrooms. 

The combination of financial incentives for maintaining separate 
education classes limits the type of services districts can provide. The 
present OSPI Rules and Regulations further constrict the range of choices 
open to special education directors by specifying pupil-teacher ratios for 
each type of handicap. 

The alternative of weighting ADA, by contrast, would give special 
education directors the freedom to allocate funds among various 
expenditures to suit the nature and degree of handicaps of children in 
their districts. Funds could be used, for example, to train regular teachers 
to deal with handicapped children in their classes or to defray 
transportation costs for teachers serving a number of schools, as well as 
for expenditures on equipment and materials. Although all funds 
disbursed through special education weightings would have to be spent on 
special education programs, aid would not be tied to a particular student 
or category of handicap, thus allowing funds to move as needed among 
programs or students. For example, one child with a severe physical 
handicap might require intensive services costing thousands of dollars per 
year; another child with a milder case of the same handicap might need 
only a few hours per week in a resource room costing the district a few 



hundred dollars per year. 

Breaking the link between funds received and teachers employed 
would give local special education administrators the financial flexibility 
to use a variety of approaches to special education, which should result in 
improved programs for handicapped children. 

Evaluation 

OSPI evaluation has until recently focused on the credentials of 
special education professionals rather than on judging the appropriateness 
of programs or locating the unidentified children in need of special 
education. However, it should be possible for local'administrators to 
oversee professional credentials while the State takes a more active role in 
evaluating the effectiveness of special education programs. Indeed, OSPI 
has recently inaugurated a more comprehensive evaluation process; in 
order to operate effectively, however, criteria must be devised by which to 
judge the effectiveness or appropriateness of special education programs. 

The present reimbursement system, by focusing on salaries, at least 
guarantees that State aid will be used for special education programs and 
that local districts will supplement the aid. A weighted ADA system 
would not automatically guarantee either, so the need for State evaluation 
is compounded when such a distribution system is employed. In addition, 
the State must ensure that all children identified as handicapped are 
actually receiving (and require) special services. Whereas evaluation under 
the present distribution system is peripheral to funding, it is crucial if 
weighted ADA is used to distribute state aid. 

Equity 

The proportion of the school population served varies widely among 
joint agreements as can be seen in the following table. 



Table 17 

Special Education Students as a Proportion of School 
Population in Two Joint Agreement Areas, 1970-71 



SESE Agreement' 



Niles Township 



Category of Student 



ADA 



% of Districts' 
Population 



ADA 



% of Districts' 
Population 



All in member districts 
of Joint Agreement 

Speech Impaired 

Other Handicapped 
(Educational 
Services Only) 

Supportive Service*^ 



17,728 
325 



294 
188 



100% 
1.8 



1.7 
1.1 



20,372 
1,257 



843 
2,068 



100% 
6.2 



4.1 
10.2 



a. South Eastern Special Education agreement, includes Clay, 
Crawford, Jasper, Lawrence, and Richland counties. 

b. 80% of enrollment receiving supportive services (seeing school social 
workers, psychologists) was used to approximate ADA for purposes 
of comparison. It is not known if these students are in addition to 
those receiving educational services. 

Sources: OSPI "Special Education Financial and Statistical Report/' 



The amounts of State aid per pupil also vary greatly. State aid is not 
necessarily proportional to the number of students served — nor does it 
relate to assessed valuation per pupil, tax effort or average expenditure per 



1971. 



ADA. 



128 



Table 18 

Comparison of State Aid to Special Education 
in Two Joint Agreement Areas, 1970-71 



SESE 

Agreement Niles Twp. 

Average Assessed Valuation per ADA^ $ 19,610 $ 34,330 

Average Tax Effort^ .0261 .0397 

All Students 
Average State Aid per ADA 

(Common School Fund only) 390 141 

Average Expenditure per ADA 962 1 ,670 

Handicapped Students 

Aid Based on Speech Teachers 20,432 73,720 

Aid per Speech- Impaired ADA 41 42 

Aid to Other Special' Education Programs^ 121 ,691 572,096 

Aid per ADA in Education Programs^ 349 679 

Aid per Pupil, All Programs^ 131 121 



a. The sum of 1969 assessed valuations (AV) of all unit and secondary 
districts in the joint agreement, divided by total ADA. Using unit and 
elementary district AV's results in AV/ADA of $19,200 and 
$34,320. 

b. Sum of 1970 tax rate x 1969 assessed valuation for all member 
districts, divided by total assessed valuations. 

c. Includes all per-employee aid except that involving speech teachers 
and home/hospital care. 

d. Excludes ADA of students in speech correction and those receiving 
only supportive services. 

e. Includes ADA and claims for speech correction, special education 
programs, and supportive services. Excludes home/hospital care. 

Source: OSPI Annual State Aid Claim Statistics, 1971-72 and OSPI 
1969 Assessed Valuations and 1970 Tax Rates 



Variations in State aid per special education pupil arise not so much 
from variations in pupil/teacher ratios (these are to an extent standardized 
by OSPI) but from wide variations in the number of supporting personnel 
(psychologists, prevocational coordinators, special physical education, or 
driver training teachers). Some districts are able to hire more than enough 
specialists, while other districts can barely afford to provide needed 
teachers. 

Comparison among joint agreements, however, obscures variations in 
what individual districts have to pay for special education services for 
resident handicapped children. Within a joint agreement, districts may be 
charged equal "tuition" rates to send handicapped children to special 
education classes, even though there may be great disparities in wealth 
among those districts. 

Weightings to be used for special education ADA can be devised on 
the basis of the amount of State aid to be disbursed, the number of pupils 
to be served, and the general school aid formula. Research being 
conducted by the Governor's Office of Human Resources in cooperation 
with OSPI will, when completed, provide the best estimates on what 
special education programs cost in Illinois. This study will specify the type 
of program provided as an integral part of the cost estimates. Until then, 
the NEFP and Sorensen studies provide the best estimates of costs of 
special education by which the adequacy of State aid can be gauged. 

Recommendations 

To achieve a more equitable distribution of State aid to special 
education and to give local special education administrators flexibility in 
operating special education programs, the Task Force recommends: 

1. Elimination of the "per-employee" systen^ of State aid as set 
forth in section 14-13.01a, c-h of the School Code and, in its place, 
distribution of State aid to special education through the mechanism of 
the general school formula, beginning with school year 1973-74. Sections 



14-1 3.01b and 14.7.02 would not be affected by the following 
recommendations. 

2. All State aid distributed by means of the additional weighting 
granted to special education studr^ts (that is, the portion of the weight 
greater than 1) be required to be ^nt exclusively on special education 
services, including but not limited to teaching, diagnostic and supporting 
personnel, specialized equipment, and instructional mat<frials. In addition, 
we recommend that OSPI continue to be responsible for program approval 
and to expand and refine their evaluation system for special education to 
ensure that districts are providing adequate and appropriate special 
education services. 

3. That weightings be devised to reflect the proportionately higher 
costs of special education over standard school programs and that these 
weightings be revised as needed, as more data on the costs of special 
education become available. 

4. Elimination of the present "per-professional" grant for special 
education housing as set forth in sectic 14-13.02 of the School Code. We 
recommend that districts be require <i to provide for special education 
facilities sufficient to meet district needs in any school construction 
project for which State financial assistance is requested. 
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FINANCING PUPIL TRANSPORTATION 



More than 789,000 Illinois school children, about 33 percent of the 
total student enrollnnent, are dependent upon public school transportation 
services. Illinois law requires school districts to provide free transportation 
for all public school students who reside more than one and one-half miles 
fronn their assigned schools. Districts must also provide such service for 
private school pupils who reside more than one and one-half miles from 
school and can be picked up and discharged along a regular transportation 
route. 

Illustrations 11 and 12 show the growth of pupil transportation in 
Illinois. In the last five years, the total number of pupils transported 
annually has increased 23 percent. Total transportation costs, $49,7 
million in 1971-72, are up 57 percent in the same period. The cost of 
pupil transportation is divided into State and local shares on the basis of a 
State assistance formula. Illustration 13 shows the growth in State 
transportation aid to school districts from 30 percent of costs in 1966-67 
to 57 percent of costs in 1971-72. In 1971-72, transportation accounted 
for 2.7 percent of total State expenditures on elementary and secondary 
education. 

The State's increasing financial responsibility for pupil 
transportation, the trend toward increased student participation in the 
program, and higher per-pupil costs (shown in Table 19) make 
transportation of pupils a source of concern to the Task Force. The 
relationship among the State aid formula. State participation in 
transportation management, and transportation cost trends is stressed 
throughout the following discussion. 

The Transportation Aid Formula 

Since 1969, pupil transportation has been financed through a new 
combination of local and State effort. To transport eligible pupils, a local 
district pays a "qualifying" amount computed by multiplying the 
district's assessed valuation (AV) by a specific tax rate. The required tax 
rate for elementary, secondary and dual districts is 5 cents and 3 cents per 
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$100 of assessed valuation respectively. The total rate for dual districts is 
one cent more than the rate for unit districts. The State reimburses the 
district for the cost of transporting eligible pupils, less the qualifying 
amount. No district receives less than $16 for each eligible pupil 
transported. 

The operation of the formula is illustrated in the following example: 

District Y, AV of $100,000,000, is a unit district with a 
transportation qualifying rate of .07%. The cost of transporting 
eligible pupils is $110,000, but its qualifying amount is $70,000 (AV 
X tax rate). Thus, State transportation aid of $40,000 ($110,000 - 
$70,000). 

The formula employs an equalization principle that channels 
proportionately more assistance to districts with the least financial 
capacity to support their own programs. The State reimburses districts for 
100% of transportation cost increases above the qualifying amount. 

The formula has been successful in preventing transportation fund 
deficits in districts with low assessed valuation or high transportation 
costs. Nevertheless, it may be discouraging local efficiency and 
contributing to rapid growth in total transportation costs. 

For example, consider District Y again. Its expenditures are 
$110,000 and it raises $70,000 locally. The State provides the balance 
($40,000). Assume that the equalized assessed valuation, the 
transportation tax rate, and consequently the local share remain constant 
but the total transportation cost increases to 220,000, as depicted in 
Illustration 14. The State is obligated to reimburse the district for each 
dollar of increased cost. Except for cases where the AV increases, the 
districts can pass all cost increases on to the State. In this way the formula 
may eliminate a district's incentive to economize. 

As anticipated, the State currently finances a larger proportion of 
school transportation costs than it did before the new formula was 
instituted, as shown in Illustration 13. The increases in total 
transportation costs after 1969 shown in Table 19 reflect a combination 
of factors: improvements in the quality of transportation services and the 



I 




incentive structure that districts faced after the formula was adopted. 



Table 19 



Annual Transportation 
Cost Per Eligible Pupil 



Previous Formula New Formula 

1966-67 1967-68 1968-69 1969-70 1970-71 1971-72 



Dollar Total 
Dollar Increase 
Percentage Increase 



58.71 



60.20 
1.49 
2.5 



63.15 
3.95 
4.9 



65.88 
2.73 
4.3 



71.97 
6.09 
9.2 



74.75 
2.78 
3.8 



The average per-pupil transportation cost increased dramatically in 
1970-71. The small increase in 1971-72 should be considered in the 
perspective of the large increase during the previous year and the wage and 
price controls that were in effect. The design of the formula obligates the 
State to pay an increasing proportion of a rapidly growing cost base, 
thereby providing tax relief to the districts. However, to the extent the 
formula encourages inefficiency, it misal locates State education dollars by 
channelling them from general State aid to transportation. 

Transportation Cost Analysis 

Trends in the four main components of total transportation 
cost — salaries, contractual services, maintenance, and 
depreciation — were analyzed over a four-year period,. 1968-1972, in an 
82-district sample. The absence of accurate data on mileage travelled, in 
the provision of pupil transportation services, necessitated the use of per 
pupil costs as the cost unit of analysis in the sample study. Districts were 
selected so that the sample would represent the state geographically; the 
proportion of elementary, secondary, and unit districts would roughly 
correspond to state totals; and the proportion of districts operating 
their own buses would approximate the state total. 

The analysis has two parts. In both parts the expected rate of 



inflation is estimated to be 13 to 17 percent. This rate is calculated on the 
assumption that a 5 percent annual rate of inflation in transportation 
costs approximates the actual annual rate for the four year period. 

In the first part, the districts that either own and operate their own 
fleets or contract for services are analyzed. The rates of cost increases in 
these districts is shown in Table 20. Cost increases for the 30^istrict 
operated transportation systems are shown by the categories salaries, 
maintenance and depreciation. Entries for all three categories in some 
cases were unavailable. The contractual services category depicts cost 
trends in the 40 districts where bus services are privately operated. 

Table 20 

Percentage Change in per Pupil Cost by District 
1968-9 to 1971-2 
in Terms of Percentage of Districts and Number of Districts 





Decreases 






Increases 








and 




(Expected) 








More 




Increases 


8%- 


13%- 


18%- 


23%- 


31%- 


Than 


Type of. Service 


up to 7% 


12% 


17% 


22% 


30% 


60% 


60% 


District Operated 
















Salaries 


23% 


0% 


10% 


13% 


17% 


27% 


10% 


Number of Districts 


7 


0 


3 


4 


5 


8 


3 


Maintenance 


24% 


5% 


5% 


14% 


5% 


14% 


33% 


Number of Districts 


5 


1 


1 


3 


1 


3 


7 


Depreciation 


32% 


0% 


11% 


7% 


7% 


25% 


18% 


Number of Districts 


9 


0 


3 


2 


2 


7 


5 


Privately Operated 














25% 


Contractual Services 


27% 


0% 


13% 


0% 


7% 


27% 


Number of Districts 


11 


0 


5 


0 


3 


11 


10 



Multiple price increases greater than 10% annually are unusual and 
require explanation. Table 21 shews the number of the 70 districts 
analyzed in the first part where such increases occurred more than once in 
the four-year period. 

Table 21 

The Number of Districts with Increases of More than 10% 
1968-9 1971-2 

Nusnber of Districts 
Type of Service Two Times jhree TirPGs Total 

District Operated 

Salaries 10 1 11 

Maintenance 12 i 13 

Depreciation 7 18 

Privately Operated 
Contractual Services 14 3 17 

The second part is an analysis of cost trends in districts that operate 
their own fleet and also contract for a considerable proportion of their 
transportation needs. The methods of analysis used in the first part are 
inappropriate for analyzing districts that contract for services and operate 
their own fleets simultaneously. For these districts, item expenditures 
were added to obtain an aggregate figure for the first and last years of the 
four-year period. The changes in aggregate per-pupil spending in the 12 
districts are shown in Table 22. 
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Table 22 

Changes in Per Pupil Expenditures in Districts Contracting 
for Services and Operating Their Own Buses 



Number of Districts 



Decreases and Increases 
up to 7% 



5 
2 
1 
4 



Increases of 13%- 17% 
Increases of 18%-22% 
Increases of 3r/o-60% 



Analysis 

District Operated Transportation Services 
Salaries 

Ten of the districts in the sample (33 percent) maintained salaries at 
or below their 1968-69 levels (assuming a 5 percent annual rate of 
inflation). Moderate salary; increases were granted in 13% (3) of the 
districts. 

I n 36 percent ( 1 1 ) of the districts, salaries increased by 1 5 percent or 
more, even after allowing for inflation. Eleven districts granted salary 
increases over 10% annually in two or all of the three periods. 

Maintenance 

Maintenance costs increased by the expected amount (13 to 17 
percent) in 7, or one-third, of the districts. A small percentage of the 
districts trimmed cost increases to 4 to 6 percent after allowing for 
inflation. Yet, almost one-half of the districts (10) experienced increases 
greater than 15% after provisions for inflation. In one-third of the 
dis.Yicts, costs increased over 45% after the inflation provision. A large 
number of districts (13) experienced increases over 10 percent twice in 
the four-year period. 



Depreciation 

Although the cost of depreciation grew more rapidly than the cost of 
living in a majority of districts, such costs grew more slowly than other 
pupil transportation cost items in the four-year period. Nevertheless, 42% 
of the districts (12) experienced increases of 15% or more after inflation. 

Privately Operated Transportation Services 
Contractual Services 

Costs in two-fifths (16) of the districts increased 17% or less. 
However, a large proportion of the districts experienced increases over 
31%. Twenty-five percent of the districts reported increases greater than 
61% over the four-year period. The annual cost increase data reveal that 
high annual increases occurred more often in contractual service districts 
than in any other type of district. 

Conclusion 

Part one of the sample study shows that a high proportion of 
districts are grouped either significantly above or below the level of 
expected increase. Nevertheless, neither location (urban or rural) nor 
estimated mileage traveled by district buses fully explain why only a few 
districts experienced "normal" inflationary cost increases or why one 
group of districts has successfully restricted cost increases while a large 
group has suffered rapid cost increases. The analysis of 12 districts that 
operate their own fleets and also u^vitract for a considerable proportion of 
their transportation requirement shows similar results. 

Under the current formula, high cost increases have occurred 
regularly in many districts, and most often in contractual service districts. 
The increases reflect either increases in the quality of transportation 
services, indifference to cost cutting, inadequate transportation 
management skills, or a lack of competition among private bus 
contractors. The State has assumed full financial responsibility for 
transportation cost increases in many school districts, but has not 
exercised additional control over the administration and operation of 
pupil transportation services. With no ceiling on cost increases and no 



State technical assistance to the districts, misallocation or resources from 
State education funds to State transportation funds will continue during a 
period of severe fiscal constraints. 

Recommendations 

Inadequate cost accounting procedures make difficult any major 
improvement of the pupil transportation program in Illinois. The Task 
Force recommends the following: 

1. OSPI should develop a valid cost unit. In addition, it should 
undertake a thorough analysis of district transportation costs and take 
steps to ensure the accuracy of data on miles traveled. To improve 
program data, school districts should be required to report the percentage 
change in average annual per-pupil cost when submitting claims for 
reimbursement. 

2. A suitable price index should be used to establish a ceiling on 
annual per eligible pupil cost increases. A district would be reimbursed for 
that portion of its claim which exceeds this allowable increase only if it 
can justify the amount by which its claim is in excess of the allowable 
level. 

3. OSPI should provide managerial assistance to the districts in order 
to achieve transportation economies by: 

a) Financing a computerized bus routing system in at least five 
pilot districts. 

b) Encouraging school districts to consolidate their pupil 
transportation services by providing financial and technical 
assistance in the consideration of consolidation plans and in the 
transf*'on to a consolidated system. 

c) Investigating the possibility of maintaining a fleet of buses for 
rental by school districts. 

d) Encouraging districts to purchase buses cooperatively at 
quantity discount prices. 



4. The Illinois Commerce Commission should investigate the extent 
0^ competition in bidding by private bus contractors on school 
tr .vportation contracts. 

5. The qualifying rates fcr dual and unit districts should be equalized 
at such time as equalization of tax rates in the common school aid 
formula is achieved. 



FINANCING COMPENSATION 



Public schooling is labor intensive — salaries for school teachers 
comprise 53 percent of the average school district budget in Illinois. In 
recent years, significant shares of new school revenues have been spent to 
improve the economic status of teachers and other school personnel. Since 
the mid-1960s, both salaries and contributions to retirement systems have 
increased substantially. 

Because personnel compensation is the major single expenditure of 
the public schools, the Task Force considered the relationship between 
the state system of financing education and rising personnel costs. Our 
analysis includes review oi recent changes in the economic str:us of 
Illinois school employees and projection of conditions in the market for 
school personnel. We also examirr?. a number of measures designed to 
increase the productivity of public .<;chool personnel. 

Current Compensation 

Table 23 and Illustration 15 show the g:'.>wth in starting salaries for 
full-time classroom teachers in Chicago during the six-year period 1967-72 
and downstate during the four-year period 1968-71. 

In downstate elementary schools, the salary for beginning teachers 
with B.A. degrees increased 20.9 percent since 1968-69 school year, an 
average annual increase in excess of 5 percent. In downstate secondary 
schools, the increase was 23.5 percent, or almost 6 percent per year. 
Starting salaries for Chicago teachers ros: striking 59.5 percent during 
the six-year period covered: from $6,000 in 1967 to $9,570 in 1972, an 
average of almost 10% per year. 



Table 23 

Mean Starting Salary znd Percentage of Increase, 
1967-72, for Beginning Downstate and Chicago Teachers 









Downstate 


Downstate 




All Chicago 


Elementary 


Secondary 




$ ' 


Yo increase 


$ % Increase 


$ % Increase 


1967 


6,000 








1967-68 










1968 


6,560 


9 






1968-69 






6,426 


6,603 


1969 


7,350 


12 






1969-70 






7,273 1 3 


7,605 15 


1970 


8,400 


14 






1970-71 






7,767 7 


8,159 7 


1971 


9,072 


8 






1972 


9,570 


5 







Source: Data from the Office of the Superintendent of Public Instruction 
and the Chicago Board of Education. 

Table 24 further illustrates the dramatic growth trend in Chicago teachers' 
starting salaries. The minimum salary for a Chicago Teacher with a B.A. 
degree in 1960 was $5,000. By 1966, this minimum had increased 10 
percent to $5,500, an annual increase of 1.67 percent. By 1971, however, 
the minimum had increased 69.4 percent from the 1960 level, to $9,072. 
Although the increase for the entire 1960-71 period was 81.4 percent, or 
almost 7 percent per year, it is in the last six years that a significant 65 
percent growth occurred. Thus, for the period 1966-72, the annual 
increase was almost 1 1 percent 
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Table 24 

Growth in Minimum Salaries for Chicago 
Teachers with B.A. Degrees 
Selected Years 1960-1971 

1960 1961 1966 1970 i971 

Minimum Salary $5,000 $5,100 $5,500 $8,400 $9,072 

Percent of Growth — 2 8 53 8 

Source: Bulletins No. 752, 769, and 793, The Civil Federation, Chicago, 
Illinois. 

Table 25 and Illustration 16 show the trend in mean salaries for 
full-time classroom teachers. During the period 1968-72, the mean salary 
for downstate teachers increased 27.4%, and the mean salary for Chicago 
teachers increased 30.2 percent 

Table 25 

Mean Salaries, Full-Tlme Classroom Teachers, 1968-72 

1968 1969 1970 1971 1972 

Chicago -$ Increase $9,555 $9,980 $10,920 $11,791 $12,439 
% Increase 4 9 8 5 

Downstate -$ Increase $8,138 $9,022 $9,825 $10,422 
% Increase 11 9 6 

Source: Data from the Office of the Superintendent of Public 
Instruction and the Chicago Board of Education. 

At the time that this trend in salaries was being experienced, there 
was also a drastic change in the market for new teachers. The increasing 
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over-supply of teachers, in Illinois and nationwide, is even more startling 
when the projected decrease in enrollments is considered. 

According to National Education Association research, the total 
nation-wide annual demand for new teachers will be between 108,000 and 
115,900 through 1979, less than half as large as the supply in each of 
these years, estimated at an average annually of 271,200 between 1971 
and 1979. In 1971-72, less than half the teachers prepared to enter the 
profession by Illinois institutions of higher education were able to find 
employment as teachers. 

Another crucial factor in understanding the current compensation 
situation is whether teachers' salaries compare favorably to salaries in 
other occupations requiring similar preparation. 

Such comparisons are difficult to conduct and are easily challenged. 
The fact that no two occupations are exactly comparable is a point that 
needs no elaboration. Our studies, which were made in recognition of the 
problems inherent in efforts of this sort, reveal that teachers' salaries are 
indeed on a par with salaries of other college-based professions. 

I n order to overcome some of the obstacles to comparison, 
occupations were selected which required a B.A. degree and some period 
of on-the-job training or examination as a condition of employment. 
Another consideration was that employment in the selected occupations 
be largely in the public sector. To estimate what teachers' salaries would 
be on a 12-month basis, the example of the Valley View District, the only 
district in Illinois which uses a continuous school plan, is cited. 

In addition to actual figures, salaries are shown in an "adjusted" 
form. The technique of adjusting by computation on the basis of an 
11-month work year is used to account for the work year differential 
between teaching and other occupations. Accordingly, a comparison is 
attempted by making teachers' salaries reflect an 11-month work year 
instead of a 9-month work year. Salaries of other occupations will be 
deflated proportionately. 

Table 26 shows the actual starting salary for teachers, selected 
hospital personnel whose preparation requires a bachelor's degree, selected 
state employees, and selected professional, administrative, and technical 
personnel. The table also shows the "adjusted salary," or the salary 
adjusted to reflect an 1 1-month work year, for purposes of comparison. 



Table 26 
Comparison of Starting Salaries 
for Selected Occupations, 1970-71. 



Occupation 


Starting Salary 


Adjusted Salary 


Chicago Teacher 


$ 9,072 


$11,088 


Valley View Dist. Teacher* 


10,834 


10,362 


State Educator for the Deaf** 


8,217 


10,043 


Downstate Secondary Teacher 


8,159 


9,972 


Downstate Elementary Teacher 


•7,767 


9,493 


Civil Engineer 1 


9,888 


9,064 


Arson Investigator 


9,312 


8,536 


Chemist 


9,164 


8,403 


Physical Therapist 


9,108 


8,349 


Job Analyst 


8,938 


8,193 


Auditor 


8,894 


8,153 


Dietitian 


8,820 


8,085 


Occupational Therapist 


8,784 


8,052 


Day Care Group Leader 


8,712 


7,986 


Buyer 


8,512 


7,803 


Public Aid Caseworker 


8,196 


7,513 


Accountant 1 


8,196 


7,513 


Medical Record Librarian 


8,028 


7,359 



Sources: Data from the Office of the Superintendent of Public 
Instruction and the Chicago Board of Education; Valley View 
District 45-15 Continuous School Year Plan, Valley View 
School District No. 96, Research and Developnrienr' Office, 
Lockport, Illinois; Hospital Salaries in Illinois, 1971, Illinois 
Hospital Asspciation Report No. 48, Chicago, Illinois; Bureau of 
Labor Statistics Handbook, 1971, Table 96.. 

* Full year employment is ^VA months (244 school days). 

** Normally works a nine-month year. 
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Table 26 indicates that, despite the disparities in work year, the 
starting salaries for Illinois teachers are comparable to those of other 
professions selected. The Valley View District teacher who elects to teach 
a full school year of 244 school days begins with the highest salary shown. 
The salary of a Chicago teacher is clearly comparable to that of a state 
civil engineer, physical therapist, or chemist. 

When an adjustment is made for the work year differential, starting 
salaries for teachers are the highest of the occupations studied. Illustration 
17 presents a historical perspective on the comparisons among 
occupations. 

Table 26 and Illustration 17 show that teachers' salaries have reached 
a level comparable to salaries in professions requiring similar preparation. 

Conclusions 

The Task Force observed that, during the '60s, teachers' 
compensation rose faster than the compensation of those in companble 
occupations in the American economy. The result is that teachers iiave 
reached substantial parity with these other professionals, having entered 
the decade relatively underpaid. * 

As a planning assumption for estimating teachers' compensation, wq 
suggest that, in comparison with personnel in occupations requiring 
similar preparation, additional relative gains are unlikely. However, 
teachers can expect to see their compensation rise sufficiently to maintain 
at least their present parity with personnel in comparable occupations. 
For planning purposes, the same assumption should be made for all staff. 

The Task Force proposes that revisions in personnel policy be tested 
for their possible impact on educational effectiveness, gains in 
productivity, and control of educational costs. Suggested measures are: 



* See dissent by William P. Cote, p. 176 

See comment by Robert J. R. Follett, p. 166 



Student-to-adult instructional personnel ratio 

Present certification requirements for study hall, lunch room, or 

playground personnel. 

Use of paraprofessionals and other part-time personnel, such as 

faculty members from colleges and universities, craftsmen, 

artists, housewives, etc. 

Teacher evaluation 

Adoption of a 12-monTh school year 

Reorganization of school districts. 

Deferred Compensation 

Approximately $100 million a year is spent on teacher retirement 
needs of 100,000 Illinois teachers. The State of Illinois funds a substantial 
part of this $100 million from its current revenues. Because of the 
significant increase in state liability for teacher retirement funds and the 
complex nature of funding public pension funds, a public examination of 
the method of funding deferred compensation ior Illinois teachers is 
needed. 

Mandatory Retirement 

Currently in Illinois there are no mandatory retirement provisions for 
public employees. Retirement before age 65 for public employees means 
reduced pension benefits, except for firemen and policemen. It would 
appear, however, that the School code gives school boards adequate 
control over post-65 employment According to the statute (III. Rev. 
Stat, ch. 122, 34-84, 1971), all teachers, principals, and other educational 
employees must be promoted for merit only. After a 3-year probationary 
period, the appointments of teachers and principals become permanent 
Tenure may be terminated for cause and it must be terminated when the 
employee reaches the age of 65. 

Social Security 

The major benefit of Social Security for public employees is that it 
provides a substantial degree of professional mobility not present in State 



public retirement systems. Two major pension funds — the Illinois 
Municipal Retirement Fund and the State Employees' Retirement System 
— now have Social Security as base coverage, with supplemental 
provisions under the existing local pension funds. The Social Security 
Enabling Act of Illinois outlines the procedures by which Chicago teachers 
and downstate teachers may elect to join Social Security by referendum. 

The Pension Laws Commission considers the coordination of State 
and local pension funds with federal Social Security feasible and 
practicable. The Social Security Act of Illinois appears to meet the 
conditions set out by the Pension Laws Commission. The experience of 
the State Employees and Illinois Municipal Retirement Funds with Social 
Security indicates that the plan of coverage is additive or supplemental 
and that adequate financing is provided, as stipulated by the Commission. 

The current enabling legislation states that total retirement benefits 
under a plan of coordination with Social Security will beat least eq'*"! 
benefits payable under the retirement system prior to coordinat" Thus, 
public employees need not fear a loss of total benefits as a result of 
joining Social Security. 

To determine the effects of Social Security on the State-supported 
Teachers' Retirement System requires a detailed study, taking into 
account such factors as costs of the State retirement systems, number of 
teachers expected to join Social Security, future funding requirements of 
the State, and projections of employment and salaries. 

Liabilities and Earnings of Public Pension Fi^Ss' 

Recently, the actuarial determinations of liabilities and funding 
requirements for all State-supported systems have become a major 
budgetary issue, largely because of the 1971 actuarial report of the 
Downstate Teachers Retirement System. For June 30, 1971, the actuary 
for the Teachers Retirement Systen. reported a new liability for the past 
year of $913 million. This is three times the amount for the previous year. 
Only about one-sixth of this new liability reflects a iiabiiity for benefits 
earned during the year; the bulk of this increase came from altered 
assumptions about the liabilities of previous years. 



Some question regarding the validity of these figures is raised by the 
fact that, in 1971, the actuary charged the system only $7,933 for its 
services (in 1970, the charge was $12,447). It seems unusual for an 
employee benefit system with assets and liabilities in the billions of dollars 
to spend so little on actuarial services. 

The State should receive adequate actuarial services because it cannot 
maintain any sort of consistent funding policy when the computed 
liabilities of the retirement systems experience enormous and sudden 
changes. In addition, the State should understand what these actuarial 
determinations of funding requirements mean in terms of funding goals 
for each system, and it should know that actuaries assume rates of interest 
that reflect the actual rates of return earned by the pension funds. 

In addition to questions concerning the liabilfty of each retirement 
system, the earning performance of each fund's investor has been widely 
discussed. Any authority responsible for the investment of public pension 
funds should have as primary objectives of his investment policy the 
preservation of principal and the realization of a reasonable rate of 
income. 

In Illinois, the portfolio management practices governing the various 
pension funds have not been subjected to any detailed review. A 
preliminary analysis of the various major funds outside the State 
Investment Board has revealed that portfolio managers of most funds did 
not state their investment policies, did not recognize appreciation or 
depreciation of assets, did not record market values for various assets, 
hesitated to profit from increased authority in the purchase of equities, 
held tax-exempt assets in their portfolios, held high percentages of 
difficult-to-market securities such as mortgages, and calculated a rate of 
return which included only investment incdme and excluded appreciation 
in the value of assets held. 

A State review of portfolio management practices should be 
conducted because (1) investment income is the only variable that can be 
used to the State's advantage to reduce the amount the State is required 
to fund, and (2) the better the rates of return earned by the funds, the 
more likely that the actuaries will assume a higher rate, lowering the new 



liability each year. 



Alternative Methods of Funding State-Supported Retirement Systems 

Currently, payouts to retired individuals and a small supplement to 
employee contributions and interest income are appropriated for 
retirement funds. The Pension Laws Commission recommends that 65 
percent of the liability of each fund be appropriated. Although this is an 
arbitrary figure, it represents that Commission's belief that public 
pensions need not be fully funded. The legal minimum funding 
requirements for State contributions vary depending on the system; when 
expressed in common terms, such as percent of payroll, they are highly 
inequitable. The requirement for the Universities system approximates 
14.5 percent of payroll, while the Downstate Teachers' requirement is 9.6 
percent of payroll. 

Severai funding alternatives are the following: 
Full Funding — The State places into the funds each year monies 
that would be sufficient to raise assets to an amount equal to the total 
liability. Such a policy would require that the State appropriate monies 
for each system equal to the current unfunded liabilities of the system, 
and for each year thereafter, assume the costs of all new liabilities, less 
employee contributions and investment income. The unfunded liabilities 
of such a policy would be as in the following example: 

Table 27 

Estimated Unfunded Liabilities as of 1970 in Four Illinois 
Public Pension Funds, Assuming Full Funding 
($ in millions) 



Dow.nstate Teachers 

Universities 

State Employees 

Judges and General Assembly 



$ 936.1 



217.9 
279.2 



Total 



$1,456.6 



Chicago teachers are not included in the foregoing table because their 
unfunded liability is considered an obligation of the City of Chicago. 

If the 1971 liability of an additional $913 million recommended by 
the actuary for the Downstate Teachers' system is added to the 1970 
figures, the estimated total unfunded liability of these four funds will 
increase by over 50 percent to $2.4 billion. Total costs to the State would 
range from $204 million in 1972 to $272 million in 1977, excluding $30 
million for retirement costs of the Chicato Teachers system. 

Funding the Actuarially Required Amount — The State pays 65 
percent of the actuarially determined liability. With the exception of the 
General Assembly Retirement Fund, this increases State contributions to 
all of the funds. 

Total costs to the State of this funding policy would range from 
*284 million in 1972 (includes Judges and General Assembly systems) to 
$362 million in 1977. Current costs of the retirement systems for FY 73 
are $175 million. 

Funding Payouts and Administrative Expenses — The State funds 
only the amount needed for payouts and administrative expenses. Assets 
of each fund continue to grow from employee contributions and 
investment income. The percentage of funding of each system increases, if 
new liabilities do not increase at a rate faster than the rate of growth 'of 
employee contributions and investment income. 

Assuming that the State continued to fund the Chicago Teachers 
system as it has in the past, the costs to the State of funding payouts and 
administrative expenses would increase from approximately $168 million 
in 1973 to $304 million in 1977. 

Funding All Systems at a 50 Percent Level — The State contributes 
monies to each system in amounts somewhat lower than the actuarially 
determined liability. Costs to the State would range from $212.5 million 
in 1973 to $306.0 million in 1977. 

Conclusions and Recommendations 

The State of Illinois has very good reasons for concern about the 
funding of deferred compensation for its teachers. The first step taken by 
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the State should be to investigate the actuarial assumptions used in 
calculating retirement fund liabilities and the performance of investors in 
earning reasonable rates of return on public pension fund monies. Only 
after these studies are completed can the State, the actuaries, and the 
teachers agree on which funding levels and strategies are appropriate. With 
this approach in mind, we recommend that: 

The State of Illinois investtgate the assumptions and procedures 
used by the actuaries providing services to State-supported systems. 

The School Problems Cottimission take necessary steps to 
review the portfolio management policies and practice of the Downstate 
and Chicago Teacher pension funds as part of a review of the portfolio 
management of all State-supported pension funds. It is recommended that 
this review include the following: 

1. A historical analysis of the total rate of return from 1966 to 
present for all State-supported pension funds. We re^^ommend 
the total rate of return approach. This approach will permit, for 
the first time, a valid comparison of the portfolio management 
performance of these different funds. 

2. A continuing review of portfolio management performarsce. 
Such a review would require that all funds report portfolio 
management transactions yearly to the State in a format 
designed by the State. 

It is recommended also that these powers of review be delegated 
by the State through legislative amendment and/or executive action to the 
proper agency or agencies. 

It is further recommended that if the results obtained from the 
historical study and/or from the new data provided in future years 
demonstrate that the portfolio management of either fund is not 
acceptable, consideration should be given to placing the management of 
that fund in other hands, such as the State Investment Board. 



With regard to mandatory retirement, we recommend that; 



State action on mandatory retirement not be taken. The Public 
School Code requires the elimination of tenure for teachers over 65 and 
enables local school districts to deal with retirement by yearly reviewing 
the performance of teachers over 65 and making the decision to retain or 
discharge them. 

With regard to the genera! question of the funding of retirement 
systems and the particular question of placing teachers on Social Security, 
we find the issues to be beyond our capabilities for definite 
recommendations. However, we recommend that: 

Teachers be informed about the benefits of Soci- 1 Security, 
particularly the professional mobility that it affords them. 

A careful study be made of the long-range costs of Social 
Security and the current retirement systems. 

Immediate action be taken by the Governor and the Bureau of 
the Budget to review all State employees' retirement systems and to 
design a sound, equitable, and consistent basis for their funding. 



* See comment by Robert J. R. Follett, p. 166 
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Memoranda Comments, Reservations or Dissent 



ERIC 



MEMORANDA OF COMMENT, RESERVATION, OR DISSENT 



—Bishop William E. McManus 

Because a period of two working days, the time allotted for my 
study of the final report before it was sent to the printer, did not allow 
me sufficient time to review it with consultants whose expertise I need 
and respect, I must reserve the right later on to dissent publicly, if 
necessary or advisable, from any recommendation with which I cannot 
agree after adequate study of the full report. 

I take this position not to criticize the staff, whic^^ worked under 
unexpectedly difficult pressure after the November elecaons, but only to 
avoid the embarrassment of endorsing far-reaching recommendations, 
some of which I io not fully understand at present. 

Page 8 -Donald F. Eslick 

The paragraph beginning on line 22, page 8 of the Report 
unfortunately understates the potentiality of school district 
reorganization as a partial solution of the present fiscal inequities among 
school districts as well as contributing to greater accessibility to better 
educational opportunities for many of the State's school children. I 
believe that the Task Force was generally sympathetic to this approach, 
but avoided it primarily because of the activities of another Task Force of 
the Governor's Commission on Schools. 

Page 8 -Rob rt J, R. Follett 

The General Assembly should act directly on district organization 
rather than indirectly through financial incentives. Direct action will 
encourage straightforward consideration of the issues. The important 
issues involve the relative efficiency and effectiveness of very small and 
very large districts as well as of dual and unit districts. 



Page 24 -Bishop VVilliam E. McManus 

I suggest that a substantial part of the proposed $1 million 
investment for testing be used to ascertain why a number of non-public 
schools in Illinois are able to provide educational programs, which 
compare favorably with those in adjacent public schools, at a cost 
substantially less than the costs in the public schools. 

Page 42 -Donald F. Eslick 

I strongly support the comments in the third and fourth paragraphs 
starting on line 24, page 42, of the Report regarding the inelasticity of the 
present school finance system and its effects upon our educational system. 
I would further point out that research done for the Task Force on the 
inelasticity of the Illinois property tax system indicates the magnitude of 
this disadvantage when compared to our other major taxes. These 
estimates indicated that property taxes automatically increase at a rate 
less than two-thirds of the sales tax rate and less than one-half the 
automatic rate of expansion of the personal or corporate State income 
tax. 

The heavy reliance of the schools upon this most inelastic tax, in 
conjunction with the stringent referendum requirements imposed on 
school taxes has, I believe, been orimarily responsible for the present 
schooi finance crisis in Illinois. 

Page 47 -Robert J. R. Follett 

Despite the problems noted with the lottery I believe it deserves 
further consideration. 

(Concurring — Dr. Leo Cohen) 



Page 55-Leonard Gardner 

I have no objection to this exception. However, it would appear that 
it would be fair to reduce school district extensions as enrollments 
decrease. 

I have no objection to this use of a circuit breaker. However, this 
does not relieve the burden of the property tax on many who find it 
onerous— the small businessman and the family farmer, both of whom 
must have a large amount of property for their livelihood and both of 
whom have found the payment of property taxes to require an inordinant 
portion of their income. The circuit breaker should be available to others 
who find their property tax exceeds a specified percentage of their 
income. 

Page 69-Robert J. R. Follett 

Reporting by attendance center, along with state-wide assessment 
and evaluation, are indispensable in providing information needed for 
educational improvement. These two items should be implemented 
immediately. 

Page 73-Leonard Gardner 

The three alternative formulas incorporate several interesting 
theories. However, they are seriously lacking in refinement. In several 
cases the formulas do not provide meaningful property tax relief but 
would intensify the property tax burden for large numbers of property 
taxpayers. These formulas are not acceptable in their present form but can 
only be useful as a starting place for discussion of this complex subject. 

(Concurring-Norman J. Beatty) 



Page 78-Robert J. R. Follett 

Since experimentation in education involves the future of our 
children, great caution is necessary with large scale or radical experiments. 
Low risk small scale experimentation is more feasible. Every effort should 
be made to improve education through such experimentation. 

Page153-Robert J. R. Follett 

If teachers salaries are permitted to continue to rise at the same pace 
as they have recently, and if class size continues to be reduced, no 
reasonable taxation program can hope to succeed in meeting the financial 
demands of schools. Either the cost per unit of output must be stabilized 
by cutting back salary increases nnd class size reductions, or else different 
means of organizing the educatior.^^l process must be found. Both of these 
alternatives should be pursued. 

PageieO-Robert J. R. Follett 

I would recommend consideration of lowering the elimination of 
tenure from age 65 to some other age, perhaps 60 or 62. This need not 
require retirement at that time but should promote better personnel 
practices. 

Page 4 -Donald F. Eslick 

We dissent from the Section entitled 'The Mandate of the 1970 
Constitution" beginning with line 7 , page 4 . 

In this section of the Report, the Task Force presumes a function 
which rightfully belongs only to the courts—interpretation of the 
constitutional provision that "The State has the primary responsibility for 
financing the system of public education." While certain meanings of this 
provision can be inferred from the transcripts of the Sixth Illinois 



Constitutional Convention, the final interpretation must be given by the 
courts. Judicial interpretation of this provision may, but does not have to, 
involve consideration of the debates and proceedings of the Constitutional 
Convention. 

"References to the proceedings of a constitutional convention are 
sometimes resorted to by the courts in order to find reasons for a 
particular action of the convention. Where inquiry is directed to 
ascertain the purpose sought to be accomplished by a particular 
provision it may be proper to examine the proceedings of the 
convention which framed the instrument. Where the proceedings 
clearly point out the purpose of the provision, the aid will be 
valuable and satisfactory."^ 

However, Constitution Convention debates will not be considered in 
construing a provision of the Constitution where the language used is clear 
and unambiguous. ^ And, the intent and meanir j of the Constitution are to 
be determined from the language used, as commonly understood, ^ence 
where the language used is clear, courts will not resort to debates or go 
beyond the instrument regardless of what the actual intent of the framers 
may have been. 

Beginning on Page 4 of the Report, several comments from the 
Convention's transcript appear as bases for conclusions which only the 
courts should draw. While the facts and explanations presented are valid, 
they are incomplete in terms of what actually transpired. If the Task 
Force wishes to include in its Report the assumed bases of future court 
decisions, it should provide a more complete frame of reference. 

My concern begins with lines 31 of pa' 4 which state: 

"The Convention rejected a proposal w. icri .vould have required the 
State to finance 90 percent of the cost of elementary and secondary 
education." 

The motion recommending this percentage of state funding was made on 
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the floor of the Convention by Mr. Parker, a member of the Education 
Committee, in dissenting from the majority recommendation.^he Report 
does not relate that the majority , of the Education Committee 
recommended that "the state provide substantially all the operating cost 
of the local schools. "^Nor does the Report indicate that the Convention 
was also considering total education costs. 

A related provision included in the majority recommei dations of the 
Education Committee held that local spending be limited to 10 percent of 
total costs.^he transcript indicates that the delegates disagreed with the 
inclusion of specific percentages in the Constitution.^ 

The following sentence in the Report (line' 33) reads: 

"Moreover, the Convention turned down a proposed constitutional 
provision which stipulated that funds raised locally for the common 
schools should not exceed 50 percent of the total school 
expenditures. 

It should be noted by italics that the 50 percent refers to "total school 
expenditure. "^This proposed provision was recommended by a dissenting 
Education Committee member, Mr. Bottino, to, in his words, "help 
accelerate the trend toward lightening the burden on property which bears 
the greater portion of school and local tax support."^ 

Lines 5 and 6 , page 5 , of the Report state: "From these 
debates, it is clear that the purpose of the delegates was primary 
hortatory . . ." This is a conclusion which cannot justifiably be drawn. 
The transcript indicates that the Convention devoted a good deal of time 
to discussion of the type of statement which should be written into the 
new Constitution.^ In this discussion, it is clearly stated that the 
Convention delegates did not wish to legislate. For this reason they 
avoided the use of specific percentages such as those referred to on page 
4, line 28 , of the Task Force Report. Nor did they wish to be 
completely hortatory. Instead, the convention delegates stated their intent 
to provide a statement of commitment and purpose.^ ^ 
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The concern of the hortatory statements, according to the 
Convention transcript, relates to full-state funding. The delegates 
indicated in their discussions that any provision calling for full-state 
funding would be idealistic, innpractical and thus hortatory.^- 

It is clear from the discussion contained in the transcript that far 
from being hortatory, the Convention's use of the term "primary 
responsibility" was based on what it considered desirable objective^.^The 
objectives were unanimously agreed to-by the Education Committee and 
endorsed by the Convention. The objectives are: 1) reduction of the 
reliance on the property tax; 2) guarantee of equality of educational 
opportunity (financial); and 3) preservation of local control.^"* 

The Convention defined "primary responsibility" in terms of 
shifting, to the State, the major burden of financing public educationi^ln 
so doing, the delegates rejected the position that "primary responsibility" 
referred to the first responsibility among many.^^ 

Line 20 on page 4 of the Report tend to confuse the 
constitutional provision of an efficient system of public education with 
that of primary responsibility for financing same. While the Constitution 
of the State of Illinois does state that: "The State shall provide for an 
efficient system of high quality educational institutions and services" 
(Article X, Section 1), this should not be confused with the subseq''3nt, 
but distinct, provision that the State assume primary responsibility for 
financing public education. 

An efficient system of public education is achieved by structuring 
the organizatidnal, administrative, and financial arrangements of the 
system in order to advance the aims of all the elements of the system. It is 
clear from the transcript that the primary financial responsibility of the 
State is the obligation to raise "the basic", "the majority", "the 
substantial share of" revenues and distribute them equitably. The 
foregoing demonstrates that the interpretation presented in the Task 
Force Report is misleading and possibly incorrect. At any rate, the final 
decision must ultimately be delivered by the Courts. 

(Concurring-Dr. G. Alan Hickrod, Leonard Gardner, William P. 
Cote) 



Page 54 -Donald F. Eslick 

The recommendation on lines 10 and 11 on page 54 of the 
Report rejects the use of the following taxes for raising additional funds 
for education: commodity tax, a lottery tax, a value added tax, a 
statewide property tax, and a local income tax. We support this 
recommendation as it relates to the immediate future, but would not like 
to see the recommendation applied indefinitely. 

We dissent from the recommendation on lines 12 and 13, page 54, 
inasmuch as we believe that an increase in the sales tax from the present 
five cents to six cents in conjunction with the elimination of this tax on 
food and medicine is preferable to the present situation. This change 
would substantially reduce the regressivity of the sales tax, whjie changing 
sales tax revenues only slightly. 

(Concurring-G. Alan Hickrod, Ben Hubbard, William P. Cote) 
Page 54 -Dr. Leo Cohen 

We dissent from the recommendation for a property tax freeze on 
page 54 on the grounds that such a procedure does not provide property 
tax relief where it is most needed. We believe that the "circuit breaker" 
idea mentioned on page 55 and alternatives 2 and 3 of the formula 
proposals on page 74 and 75 would provide a more discriminating form 
of relief to both high tax effort districts and to tax-burdened, low-income 
families. 

(Concurring-G. Alan Hickrod) 
Page 58 —Dr. Leo Cohen 

It is my conviction that greater progress toward the goal of providing 
property tax equity within this class or types of real property, as well as 
between all classes, may be achieved if this recommendation provided for 
State assessment rather than passive assistance. This is of special concern 
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when one notes that the possibility of a State real* property tax was 
discussed on somewhat weak arguments (p. 49 );little consideration was 
given for a State real property tax on only industrial and commercial 
property; and finally, in this section, we find the unwillingness to 
recommend that the State assess public utility industry, and other 
difficult to value properties. 

Page 65 -Dr. G. Alan Hickrod 

"Because we believe education should be the number one priority for 
Illinois government and we believe that such a priority would at least 
commit the revenue described in Table 9 , Page 53 , we cannot accept 
the suggestion that it is "unlikely that additional funds in the amounts 
projected in Table 9 will be available exclusively for educational 
expenditures in the foreseeable future" or that the only funds available to 
support education will be the amount currently available. We note that 
alternative formulas number 2 and number 3 do call tor additional funds 
for education as indicated on Table 11, page 76, and we support increases 
of this nature." 

(Concurring: Ben C. Hubbard, Donald F. Eslick, 

Ivan A. Baker, Robert Stickles, Olin W. 
Stratton, Mrs. Thomas J. Hurst, and 
William P. Cote ) 

Page S3 —Leonard Gardner 

In view of the provision of the 1970 Illinois Constitution placing 
primary responsibility for financing public education on i\ State, I 
cannot accept this statement. 



Page 67 -Olin Stratton 

In the three tier formula on page 67 I am opposed to the language 
describing tier one. This says that the grant will be given to all students 
rather than to the school district in which they reside. This would cause 
many problems in administration, would hamper local control, and would 
be the beginning of the erosion of our tax dollar from the public school to 
other agencies. 

Page 68-Donald F. Eslick 

We believe that the $1,000 per pupil expenditure level indicated on 
line 15, page 68, is presently inadequate to provide a satisfactory 
education, although it is approximately equal to the present average 
operating cost per pupil for the State. It should be recognized that this 
average is substantially lowered by the large number of students attending 
schools in districts which, under the present finance system, have very 
limited access to resources and, therefore, spend inadequate amounts for 
education. As a consequence, we would urge a target per pupil 
expenditure substantially greater than the present average. 

(Concurring: G. Alan Hickrod, Ben Hubbard, William P. Cote) 

Page 73 -Robert Stickles 

I disagree with this compromise. Average Daily Membership should 
be used because Average Daily Membership provides the basis for 
estimating a district's resource requiremopts. including teachers, supplies 
and space. Furthermore, the use of attendance rather than membership 
figures places urban schools at a disadvantage because the problem of 
truancy is primarily an urban problem. 



Page 73 -Charles Hindersman 

I prefer the use of Average Daily Attendance for all K-12. I object to 
the recommendation of using Average Daily Membership in the formula. 
The objective of this recommendation would be achieved through the 
1.25 weighting for disadvantaged students. The adoption of ADM in the 
formula coupled with the increased weighting for disadvantaged students 
would provide for too great a proportion of toial state resources being 
distributed to the urban schools at the expense of the remaining school 
districts of the state. 

Page 78 -William P. Cote 

I agree that large scale, controlled experimentation over a substantial 
period of time is needed to provide better information for 
decision-making. However, the only specific proposed experiment 
suggested by the Task Force does not appear likely to be very helpful in 
the educational decision-making process. Therefore, I suggest that' there 
are many other potential experimental designs which should be seriously 
considered before funds are diverted to this kind of novel funding. 

Page 90— Norman J. Beatty 

I object to the treatment of "Municipal Overburden" on page 90. 
Although .this discussion is not an official "Conclusion and 
recommendation" I feel that it is not a balanced treatment and that it 
reflects judgments and biases (presumably those of the Task Force) which 
I do not share. 



I feel that it is desirable to know more about municipal overburden 
and how or whether it should be rejected in the financing of schools. But 
after such terms as "oversimplified and conceptually ill founded" I feel 
that the first paragraph on page 90 is appalling. 

In the context in which it appears it seems to imply that the sole 
problem in property tax burdens is their direct effect on individuals and 
almost exclusively one of housing costs, and .thai there should be no 
concern if their effect through taxes on business and industry is to 
preclude the creation of job opportunity in central cities. 

Further, I agree that the study of rental property is desirable but I 
would suggest that the fact fhat a large portion of taxes are for 
non-educational purposes considered in conjunction with higher effective 
tax rates and the abandonment of sound residential structures that cannot 
support current tax payments, all indicate the need for a much different 
emphasis in the treatment of municipal overburden. 

The entire discussion seems to me ^ be insensitive to the problems 
of the City of Chicago and to fail to recognize that central cities require 
more expensive non-educational services and that they currently provide 
services to entire metropolitan areas which must b- ^nanced from their 
own tax resources. 

(Concurring with the first 2 paragraphs only: Mrs. Thomas L. Hurst) 
Page 111 --Norman J. Beatty 

I disagree with the conclusions and recommendations on financing 
school construction (p. 111). Although I strongly support the 
substitution of other sources of funds for the present excessive reliance on 
local property taxes to fund public school costs, and I recognize that 
construction costs are a very substantial part of these costs, I feel that 
other forms of state aid can better accomplish these purposes. My chief 
objections are: 



1) Expenditures of this kind are more apt to disrupt the delicate 



balance between state and local control of education and lead to an 
unreasonable state interference with local discretion. 

2) By taking into account only bond financnq, this plan would 
effectively preclude other methods of 1* ancing of school 
construction. 

3) By providing a limited annual appropriation, uie State would have to 
establish priorities and in effect dictate where and when local 
construction would take place. 

4) Financing the state's participation through the issuance of bonds is a 
major misuse of the state's bonding power. 

Throughout this report, the Task Force has recognized the 
difficulties in establishing an appropriate relationship between State and 
local school authorities. See for example "Issues Underlying the Reform 
of School Finance" on page 3 and 4 . The Task Force proposal would 
give the state final decision as to where, when and whether schools would 
be constructed as well as the type and cost of the construction involved. 
This seriously upsets the state- local balance, 

1 believe that the use of bonding authority can be justified for large 
and unusual expenditures. If, for example, a major highway construction 
prjgram needs to be completed in five years and paid for over 20 years; 
then an argument can be made for bond financing. If, hpwever, a regular 
expenditure is to be repeated each year, (in this case $100 million) the 
only justification for use of bonds is to require some future administration 
to pay the pipei. In addition, bond funds in this case would be used, in 
part, to pay interest costs of local government. This would be then the 
issuance of long-term state bonds to pay current expenses of local 
governments. 



Page153-V7illiamP. Cote 



I take exception to the conclusions regarding teacher compensation. 

Statements to the effectthat teacher compensation has reached 

substantial parity to those in comparable occupations is based upon the 

assumptions of comparability and selected data which I reject. The area of 

"comDarabjIity" is much too complex to make simple assumptions of 
comparability. 

Any conclusions based upon such tenuous, unreliable assumptions 
are then of questionable validity and reliability. Teachers in the State of 
Illinois will quickly question the value of a report which makes statements 
about teachers' salaries which sre at such variance with their personal 
experience- ^ 

Teachers' salaries and other matters affecting them will be best 
resolved by collective bargaining with their employers. Adequate 
legislation to guarantee public employees the right to bargain collectively 
should bs a top priority item. Evidences of comparability, pro and con 
can them be used and evaluated during the bargaining process. 

Olin Stratton 



The background material is put together in a way which does not 
convey the feeling we share about public education and contains ideas not 
discussed in detail by the Task Force. The educational research used is 
largely negative in nature. There is much research available that shows that 
schools are doing many things well. When we look at our country, our 
people, our homes, our highways, our scientific achievements such as the 
Apollo program^ our efforts in national defense that have kept this nation 
free, and our willingness to help others, we see that a good part of this 
achievement is due to the most outstanding system of public education 
the world has ever known. Let us not hide our problems but let us tell it 
like it is. There is no better way to motivate and improve a system than to 
give credit for things that are done well. 



(Concurring-Ben Hubbard) 
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